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T is common to speak of our 
| commerce as foreign and do- 
mestic as if there were two 

kinds of trade, two separate and 
distinct forms of the national busi- 
mness. So also some of us speak 
of home markets and foreign 
markets as if there were an essen- 
tial difference, even, as some think, 
antagonism, between them. It would 
be more correct to regard domestic 
and foreign trade as but two phases 
of one commerce, each closely inter- 
woven with the other, each depend- 
l™ ing for its prosperity in no small 
lj measure upon the other, each so 
merging into the other that it is 
sonietimes hard to see where one 
ends and the other begins. No 
order comes from foreign lands to 
us that in its execution does not 
give rise to some, often to many, 
domestic orders. The prices of 
many domestic products are con- 
trolled by the supply and demand 
in the markets of the world. It is 
even true that one of these phases 
of trade cannot prosper without the 
other. If our wheat, copper and 
cotton do not find satisfactory 
markets abroad, the buying power 
of American farmers, miners and 
planters is adversely affected. Con- 
versely, if our manufactured goods 
are selling abroad in large quanti- 
ties at remunerative prices, the 
Wheels of our industries turn rap- 
idly, wages are good and employ- 
ment steady. 

But the interdependence of these 
two forms of our general commerce 
goes deeper. One cannot exist with- 
out the other. Exclude rubber, palm 
oil, tin, hides, manganese and many 


other necessary articles and great 
industries close till a new supply is 
found. Exclude from shipment 
abroad our grain, oil, tools, lumber 
and metals, or even reduce their 
movement largely, and distress is 
felt in field, farm and factory all 
over America. There are not two 
“commerces,” but one commerce, 
indivisible, indissoluble, united, one 
and the same thing in two forms, 
opposite but not opposing forms of 
the same shield. 


How It Concerns You 


The foreign phase of this united 
commerce enters intimately into the 
life of every family. The head of 
the household as he enters his office 
in the morning may not think of 
himself as an exhibit of our for- 
eign commerce, but he is. His 
clothing may be made in part of 
Australian wool, his shoes of 
Argentine hides with perhaps Aus- 
tralian uppers. His watch is of 
Transvaal gold, his tie of Chinese, 
Japanese or Italian silk. He rode to 
his bank on tires of Egyptian cotton 
and Sumatra rubber over pave- 
ments of South American asphalt. 
He possibly ate Central American 
bananas or Jamaica oranges for 
breakfast or drank Brazilian or 
Venezuelan coffee, using a plate 
made in part at least of English 
clay, resting on Irish, Belgian or 
French linen made in its turn of 
Russian or Italian flax. The chair 
on which he sat was varnished with 
gums from India or the Far East, 
and perhaps he ate nut butter orig- 
inal in the South Pacific. So before 
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he starts his business day he has 
called on several continents to sup- 
ply his personal needs. He may call 
himself a domestic banker, but in. 
his own person he is a microcosm 
of world-wide trade. 

In this respect the friend we are 
supposing is but a type of our in- 
dustry generally. All of them, in 
greater or less degree it is true, but 
all of them in some degree depend 
on the regular ebb and flow of our 
foreign commerce in order to main- 
tain their place in our domestic 
sphere. The commercial commu- 
nity of nations is not an ideal to be 
sought, but a fact to be seriously 
considered in its present and future 
practical relations to our life. 
Commerce has outridden politics. 
The industrial and financial ener- 
gies of the country have left our 
statesmen far in the rear, so far 
that they do not always seem to 
know it is the rear. 

We need not worry over such 
trifles as names. Call it a league or 
an association or what one will. 
Refuse, if it pleases one, to call it 
anything at all. Yet the shuttles, 
which are the great steamships, ever 
run back and forth weaving the 
fabric of which we must hold the 
near end and the other peoples the 
far end, and of which none of us 
can or dare let go. 


Commerce Means Mutual Service 


True, it is said that commerce 
separates as well as unites, that 
wars arise out of economic condi- 
tions, that commerce is itself a 
more humane kind of warfare, and 


il 
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by implication that the man or na- 
tion that is commercially successful 
gains that success at the expense 
of others. It will hardly be denied 
that the spirit of combat and of self- 
ish strife has in the past motivated 
much that bears the guise of com- 
merce or that today such a spirit 
is absent from our own trading op- 
erations. Nevertheless, the general 
conscience speaking through law in 
many lands and the keen thought of 
economists at home and abroad 
unite in denying that any such nar- 
row and sinister philosophy under- 
lies the interchange of products and 
in asserting that such interchange is 
never permanently successful unless 


Annual Dinner of Group Eight 


ciated banks of the city of New 
York and their guests attended 
the twenty-third annual dinner 
of Group Eight on the evening of Jan- 
uary 17. The speakers were Hon. W. 
P. G. Harding, Governor of Fed- 
eral Reserve Board, and Dr. Lewis 
Perry, principal Phillips Exeter Acad- 
emy. Chairman Charles H. Sabin, 
president of the Guaranty Trust Com- 
pany of New York, presided and in his 
address expressed the hope that Amer- 
ican business and financial interests 
would profit by the lessons 1920 taught 
us and ultimately transcribe them on the 
right side of the ledger. Mr. Sabin 
said that the year, despite its trials and 
tribulations, had been rich in experience 
which should be capitalized in the cur- 
rent year and for years to come. He 
further stated that the situation today 
demands above all things wise and 
courageous leadership and behind it in- 
telligent cooperation and _ constructive 
force. 
Governor Harding touched on the sub- 
ject of long-term credits in connection 
with foreign trade requirements, stating 
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Executive Council Meeting 


At the Washington Convention the 
selection of a place for the Spring Meet- 
ing of the Executive Council, as well as 
the time and all arrangements were 
referred to the Administrative Com- 
mittee with power. After careful in- 
vestigation of various places, it was 
decided to hold the next meeting of the 
Executive Council at Pinehurst, North 
Carolina. The dates selected are May 
2 to 6. 

May 2 and 3 will be given over to 
committee meetings and on the morn- 
ings of May 4, 5 and 6 the meetings of 
the Executive Council will be held. 
The headquarters will be the Hotel Car- 
olina which is well managed, first class 
and has an excellent cuisine and assur- 
ance has been given that the best pos- 
sible attention will be accorded to those 
visiting Pinehurst. Special rates at 
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it be the outcome of the spirit of 
service. The false, the narrow, the 
grasping may flourish like the tra- 
ditional green bay tree, but always 
with the result that befell it. Self- 
ishness and greed are not lasting 
constructive forces and the transia- 
tion of the former into enlightened 
self-interest is its transformation 
from weakness to power. 

The future of America, both in 
its material and ethical phases, rests 
on energetic development of a com- 
merce world-wide in vision and 
action and saturated throughout 
with the spirit of mutual service. 
We are not, of course, in business 
for our health, but we are here to 


New York Bankers Association 


that other agencies beside the War Fi- 
nance Corporation must be created in 
the United States and that the situation 
also calls for investment in European 
securities. He declared that the country 
is getting back quickly to normal and 
that the readjustments that have taken 
place in this country, painful as they 
have been, have been attended with less 
privation, less unemployment and have 
been less severe than in other countries 
where the expansion of bank credit and 
currency has’ been proportionately 
greater, and that the prospect for re- 
vival is also far better here than 
elsewhere. In working back to normal 
Governor Harding said that an impor- 
tant step has been taken in the recovery 
of a normal state of mind in business, of 
a better sense of proportion and in the 
restoration of saner and sounder adjust- 
ments. Further, that many signs are in 
evidence that the country now appre- 
ciates the fact that in order to prosper 
it must produce, and that in order to 
continue production it must sell and 
in order to sell it must buy. He also 
added that the gloomy forebodings 


the Carolina have been granted and 
they also will apply to members of fam- 
ilies who will be in attendance. 

The Council and committee meetings 
are of vital importance and will neces- 
sarily command attention of the mem- 
bers of the Council and Committees. It 
is, however, expected that the afternoons 
will be free from business duties and 
those in attendance can take advantage 
of the various outdoor sports and enter- 
tainments which will be provided by 
the Hotel Carolina. 


Los Angeles Getting Ready 


Mr. G. E. Bowerman, Executive Man- 
ager of the American Bankers Associa- 
tion, started on January 31 for Los 
Angeles, Calif., to make preliminary 
arrangements for the annual convention, 
— will open in that city on Octo- 
ber 


_ later. 
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conduct a healthy business in a 
healthful way and that means a 
due reward for good service. It is 
this which differentiates broadly 
and permanently true commerce 
from false swindling. 

So we are in the great world to 
stay and for the purpose of helping 
ourselves by helping it. The means 
of doing this is what we call our 
foreign trade. That trade which 
we all, men and women alike, use 
and need is now very sick. It needs 
careful diagnosing and skilful 
treatment. We shall see in a further 
article what its troubles are and 
what is feasible to diminish or re- 
move them. 


which many felt a year ago because of 
the knowledge that readjustments were 
impending have given way, in the as- 
surance that the most trying and criti- 
cal stage of the readjustment period is 
safely over, to a feeling of conservative 
optimism, renewed courage and re- j 
stored confidence. 

Dr. Perry delivered an interesting and 
constructive address along educational 
lines. He said that the similarities be- 
tween the bankers of the country and 
the schoolmasters are in a sense vital. 
He referred to a great banker who, 
having said when loaning money, that 
he loaned it not because of the amount 
of collateral which the borrower might 
have, but on account of his character, 
and declared that the teacher’s job is to 
turn out potential borrowers of this de- 
scription and to make them educated, 
thoughtful, reading men with character 
who shall have intellectual grasp and 
power. 

The American Bankers Association 
was represented at the guest table by 
its executive manager, Mr. Guy E. 
Bowerman. 


Los Angeles, in which city the annual 
convention of the American Bankers 
Association will be held in October, has 
begun preparations to receive the dele- 
gates. The Executive Committee of the 
Los Angeles Clearing House has ap- 
pointed two committees to assist in the 
work of the convention. These commit- 
tees are: 


Hotel Committee 


Hugh Stewart, chairman, vice-presi- 
dent Farmers & Merchants National 
Bank; W. W. Woods, vice-chairman, 
vice-president First National Bank, and 
W. W. Gibbs, Jr., R. I. Rogers and J. 
A. H. Kerr. 


Transportation Committee 


W. C. Doran, chairman, vice-president 
Citizens National Bank. Other members 


Meeting of the Economic Policy Commission 


mission of the American 

Bankers Association held its 
first meeting January 19 at the 
offices of the Association in New 
York. The members present were: 
Messrs. Walter W. Head, president 
Omaha National Bank, Omaha; 
Evans Woollen, president Fletcher 
Savings & Trust Company, In- 
dianapolis; M. A. Traylor, presi- 
dent First Trust & Savings Bank, 
Chicago; John W. Staley, president 
Peoples State Bank, Detroit; A. E. 
Adams, president Dollar Savings & 
Trust Company, Youngstown ; Geo. 
E. Roberts, vice-president National 
City Bank, New York; R. S. Hecht, 
president Hibernia Bank & Trust 
Company, New Orleans; Waldo 
Newcomer, president National Ex- 
change Bank, Baltimore, and Paul 
M. Warburg (chairman), New 
York City. 


Ts Economic Policy Com- 


Subcommittees Appointed 


The Commission discussed at 
length the many topics affecting, 
both directly and indirectly, ques- 
tions of banking and finance, and 
subcommittees were appointed to 
make an exhaustive study of cur- 
rent economic subjects and report 
at the next meeting of the Com- 
mission. 

“Blue Sky’ Legislation—The 
question of “Federal Regulation of 
the Sale of Securities” was referred 
to a committee consisting of Messrs: 
M. A. Traylor (chairman), Evans 
Woollen and Chas. A. Hinsch. 

Taxation—The topic of “Taxa- 
tion” was referred to a committee 
consisting of Messrs. Geo. E. Rob- 
erts (chairman), John W. Staley, 
Waldo Newcomer and W. H. Rob- 
inson.,. 

Funding Government Loans— 
The topic of “Funding United 
States Government Loans” was re- 
ferred to a committee consisting of 
Messrs. A. L. Aiken (chairman), 
A. E. Adams, R. S. Hecht and 
Paul M. Warburg. 

Savings Departments in National 
Banks—The question of pending 
legislation dealing with authorizing 


By PAUL M. WARBURG 


Chairman 


national banks to establish savings 
departments with segregated cap- 
ital and segregated assets was fully 
discussed and the matter referred 
to a special committee consisting of 
Messrs. John W. Staley, A. E. 
Adams, R. S. Hecht and Walter 
W. Head. This committee was also 
requested to report about the legis- 
lation now under discussion con- 
cerning the enlargement of the 
scope of operations of postal sav- 
ings banks. 
Cancellation of Orders—The 
problem of the wave of cancellation 
of orders and attempts not to honor 
confirmed credits granted by banks 
was fully discussed. The Commis- 
sion was unreserved in its condem- 
nation of the vicious practices that 
have recently been indulged in by 
business men, both here and abroad, 
and by banks; and there was com- 
mon accord that all possible steps 
should be taken to arrest a develop- 
ment which, if permitted to con- 
tinue, would be bound to undermine 
the confidence upon which business 
and banking must be based. A 
special committee was appointed, 
consisting of Messrs. Traylor and 
Hecht, to cooperate with the Bank- 
ers Commercial Credit Committee, 
which, in cooperation with the 
American Acceptance Council, is at 
present at work on clarifying and 
codifying the meaning of terms used 
in letters of credit, for the purpose 
of establishing, as far as possible, 
a common accord concerning the 
usage and meaning of these terms 
when used in contracts between 
banks and their customers. It was 
thought that if such codification 
could be brought about and uni- 
versally adopted for use in the 
United States and in foreign coun- 
tries doing business with the United 
States, great progress could be 
made for the avoidance of such oc- 
currences as have taken place dur- 
ing recent months. It is recog- 
nized that ignorance and inexpe- 
rience have been responsible for a 
great many of the recent embar- 
rassing controversies, and it is felt 
that the Commission can do a great 
deal to avoid them in the future, 
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The McFadden Amendment 


The Commission examined the 
McFadden amendment to the Fed- 
eral Reserve Act now before Con- 
gress and decided to indorse its 
general principles, with some minor 
modifications which at the proper 
time it will recommend to the Ex- 
ecutive Council of the American 
Bankers Association. The Com- 
mission unqualifiedly indorsed the 
main features of the amendment, 
which are the abolishment of the 
office of the Comptroller of the Cur- 
rency and the taking over by the 
Federal Reserve Board of the main 
functions exercised by that bureau 
of the Treasury Department; the 
power to be given to the board it- 
self to elect the Governor of the 
board, who shall act also as chair- 
man of the board, thus changing 
the present system, which empow- 
ers the President to appoint or to 
demote the Governor and Vice- 
Governor of the Federal Reserve 
Board, and which provides that the 
chairmanship of the board be held 
by the Secretary of the Treasury. 

The McFadden amendment pro- 
vides for seven members of the 
board, each to serve for a term of 
seven years. The Economic Policy 
Commission of the American 
Bankers Association favors the 
creation of the office of an under- 
Secretary of the Treasury in the 
similar manner as an under-Secre- 
taryship has been created for the 
State Department, this under-Sec- 
retary to be, so far as possible, a 
permanent officer of the govern- 
ment, serving without regard to the 
changes of parties, and an expert 
on the grave questions of taxation 
and government finance, which will 
for a great many years to come re- 
quire the most expert handling. It 
is the thought of the Economic 
Policy Commission that this under- 
Secretary should be a member of 
the Federal Reserve Board, with 
equal vote. as the appointed mem- 
bers, but that he should not act as 
chairman of the board. Under the 
plan of the Commission there would 
thus be five appointed members, in 
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addition to the under-Secretary of 
the Treasury, and the seventh mem- 
bership would be filled from time to 
time by one of the. Federal reserve 
agents, who would be invited by 
the members of the board to serve 
for a year or two, the ablest mem- 
bers of the various districts serving 
from time to time. In this manner 
the board would have the advantage 
of getting first-hand information 
as to the actual details of the Fed- 
eral reserve banks, while on the 
other hand the agents would return 
to their districts fully imbued with 
the spirit of the administration of 
the system as a whole. 


Unanimity of Sentiment 


The discussion showed that there 
was unanimity on the following 
points : 

That the time has not yet come 
for the Federal Reserve Board to 
consider the reduction of discount 
rates. 

That the present tangle by which 
the sums due the railroads are tied 
up in the Treasury is a grave im- 
pediment in the banking situation, 
which indirectly affects seriously 
the entire business _ situation. 
While at present we are suffering 
from many difficulties which are be- 


NE of the advantages of 
O state-chartered banking insti- 
tutions is their proximity to 
the banking departments by which 
they are supervised. Through the 
efforts of the National Association 
of Supervisors of State Banks and 
the exceptional efficiency of a num- 
ber of state bank superintendents 
the standard of state banking has 
been generally raised throughout 
the United States. In some in- 
stances the communications of state 
bank superintendents to state banks 
are classics. Among such communi- 
cations recéntly issued were the fol- 
lowing, which proved effective in 
preventing the declaration of ex- 
cessive dividends: 
From Commissioner Marshall 
Cousins of Wisconsin: “Before 


yond our power to repair, the dead- 
lock in which the Treasury and the 
railroads find themselves is unneces- 
sary and it is within the power of 
Congress to give immediate relief. 


Alien Property 


Finally, there was common ac- 
cord concerning the desirability of 
returning at the earliest possible 
moment the confiscated alien prop- 
erty. It was felt that not only 
would the release of this property 
enable the countries affected to buy 
raw materials which at present glut 
our market, but the point was 
strongly stressed that in view of the 
fact that the United States is bound 
to become one of the largest own- 
ers of securities and assets in for- 
eign countries, it is most important 
for our own future safety to see 
the principle of inviolability of pri- 
vate property clearly maintained. 
Viewing the question, however, 
purely from the banking point of 
view, the Commission thought it 
of the greatest importance that the 
fact should be emphasized that the 
future of the United States as the 
banking center of the world is in- 
volved in this question. Countries 
that have disregarded the inviola- 


Conservative Dividends 


declaring a dividend, boards 
should, for their own protection, 
take into consideration the paper 
the bank is carrying, the outstand- 
ing interest on certificates and sav- 
ings accounts, the expenses ac- 
crued, or which will accrue, and the 
depreciation on bonds. There must 
be enough left in the undivided 
profits account so that the undi- 
vided profits may always exceed 
expenses paid and interest paid. 
Banks carrying defaulted bonds 
should charge off a _ reasonable 
amount against these bonds before 
making a _ dividend. Provision 
must also be made for a fund to 
offset depreciation on bonds. It 
is exceedingly unfortunate that 
many of our banks have fallen prey 
to the bands of unscrupulous bond- 
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bility of private property have for. 
feited their position to act as a 
haven of safety for foreign deposits 
and foreign investments. The 
United States, by accepting the po- 
sition of champion of the inviolabil- 
ity of private property, would at 
once become the country of refuge 
and safety for the gold reserves and 
the investments of the rest of the 
world. Dollar bills, dollar balances 
and dollar securities would be con- 
sidered as inviolable, and as such 
would enjoy an enhanced value. 
The dollar would take in this re- 
gard the place that the pound ster- 
ling occupied before the war and 
before England fell victim to 
the adoption of a policy that dis- 
regarded the right of private 
property. The Economic Policy 
Commission felt that while the 
United States has little to gain by 
holding on to the few hundred mil- 
lions of confiscated property, there 
is at stake the loss of a vast oppor- 
tunity in case the opposite course 
is adopted. 

Proper reports on these subjects 
will be submitted to the Executive 
Council of the American Bankers 
Association, which will convene at 
Pinehurst early in the month of 
May. 


sharks who have been touring the 
country. Individuals, to a large 
extent, and banks, to some extent, 
have been persuaded to buy un- 
listed and unseasoned securities 
which, if they tried to sell today, 
could only be sold at a considerable 
loss.” 

From Superintendent F. E. Pier- 
son of Minnesota: “The fact that 
reserves are below requirement in 
so many cases makes it seem ad- 
visable to call attention to the pro- 
vision of our banking laws which 
prohibits the payment of dividends 
or the making of new loans when 
reserves are depleted, and prohibits 
the payment of dividends in any 
event except out of the net profits 
after‘all losses and all notes over 
one year past due and not well 
secured have been charged off.” 
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Foreign Trade Financing Plans 


By WILLIAM F. COLLINS 


Secretary Committee on Organization, Foreign Trade Financing Corporation 


with respect to the plans of 

the Foreign Trade Financing 
Corporation, since the national con- 
ference of bankers, business men 
and producers, held at Chicago, De- 
cember 10 and 11, 1920, at the call 
of the President of the American 
Bankers Association. 

A prospectus of the corporation 
has been prepared and is being 
sent throughout the country, and 
the Stock Subscription Committee 
of the corporation has developed its 
plans for raising the $100,000,000 
capital, with 4 surplus of $5,000,- 
000. 


have moved rapidly 


The Committee on Organization 
of the corporation by unanimous 
vote has formally confirmed the de- 
cision made at the Chicago con- 
ference, that John McHugh should 
be tendered the chairmanship of the 
board of directors of the corpora- 
tion, and has unanimously author- 
ized the tendering of the position of 
president of the corporation to W. 
P. G. Harding, present Governor 
of the Federal Reserve Board. 
Fred I. Kent, vice-president of the 
Bankers Trust Company, New 
York City, has agreed, at the unani- 
mous request of the committee, to 
serve the corporation in an advisory 
capacity, and a tender of one of the 
executive vice-presidencies of the 
corporation has been unanimously 
made to Jerome Thralls, secretary- 
treasurer of the Discount Corpora- 
tion of New York and formerly 
secretary of the Clearing House and 
National Bank Sections of the 
American Bankers Association. 


The Prospectus 


The prospectus of the corpora- 
tion, as issued, reads as follows: 


“It is proposed to organize, under the 
provisions of the Edge Act (Section 25a 
of the Federal Reserve Act), the For- 
eign Trade Financing Corporation, with 
a fully subscribed capital of $100,000,- 
000 and surplus of $5,000,000, for the 
purpose of assisting in the maintenance 
and further development of the for- 
eign trade of the United States. The 
corporation’s charter is to be for twenty 
years, with the privilege of renewal, 
subject to the approval of the Federal 
Reserve Board. 


“Under the Federal Reserve Act, to 
which the Edge Act is an amendment, 
the reserves of our banks have been co- 
ordinated and mobilized through our 
twelve Federal reserve banks, with an 
aggtegate capital of approximately $100,- 
000,000. In the Federal reserve system 
we have very effective machinery for 
the assistance and protection of our 
banks when granting the short-time 
credits involved in financing our agri- 
culture, commerce, industry and trade. 
The Federal reserve system, however, 
cannot, under the law, furnish direct as- 
sistance for the financing of long-time 
loans or investments other than the ob- 
ligations of the United States. 

“The Edge Act permits national 
banks to subscribe to the capital of cor- 
porations organized in accordance with 
its provisions. They may subscribe in 
amounts not exceeding in the aggregate 
10 per cent. of the capital and surplus 
of the subscribing banks. The laws of 
some of the states permit state banks 
to do likewise. Individual American 
citizens, and corporations when owned 
chiefly by American citizens, may also 
become stockholders. Edge Act cor- 
porations are subject to the supervision 
and control of the Federal Reserve 
Board, as provided in the act. 


Functions 


“An Edge Act corporation may, under 
the law, extend long and short term 
credits, invest in securities, purchase 
bills of exchange, engage in foreign 
banking and in every lawful way aid in 
financing foreign trade. It may like- 
wise, with the approval of the Federal 
Reserve Board, issue and sell to the in- 
vesting public its own notes and deben- 
tures to an aggregate amount of ten 
times its paid-up capital and surplus. It 
may not engage in the general business 
of buying or selling goods or commodi- 
ties in the United States, nor engage in 
domestic banking, except such as in the 
judgment of the ederal Reserve 
Board may be incidental to its interna- 
tional or foreign business. 

“The Edge Act corporations will fur- 
nish a much-needed machinery for 
financing our long-term foreign trade. 
In investing its own funds, the corpora- 
tion will be free to purchase acceptances 
and short-term paper, domestic or for- 
eign. But it will be the policy of the 
management of the corporation not to 
enter the field as traders in foreign ex- 
change in competition with the foreign 
departments of our commercial banks, 
nor in any way to supplant them. On 
the contrary, the aim will be to supple- 
ment and aid them in financing foreign 
trade. 

“The activities of the corporation are 
not to be confined to loans or invest- 
ments in any single country or conti- 
nent, but may be universal in so far as 
the board of directors shall feel assured 
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of the stability and integrity of purpose 
of the governments of the countries 
wherein the accommodations are 
granted. The corporation will seek to 
keep its loans and investments highly 
diversified, among many countries, and 
in a large variety of enterprises. 


Need for Corporation 


“The proposal to organize the cor- 
poration arises out of the existing needs 
of agriculture, industry, commerce and 
trade for greater facilities for financing 
the purchase of our goods by foreign 
customers. Many foreign buyers, even 
the strongest, suffering from the effects 
of an exhausting war, are unable to 
pay for adequate quantities of our goods 
on other than long-time credit. They, 
accordingly, find it impossible to buy 
American goods in the volume they 
need, and as a result, the surplus out- 
put of our farms, mills, factories and 
mines is backing up in our home mar- 
kets, placing a tremendous burden upon 
our financial and commercial structure. 
This seriously hampers our domestic 
as well as our foreign business. 

“The fundamental causes of the diffi- 
culties which we are experiencing at 
this time are not to be found in Amer- 
ica, but mainly in Europe. The world 
is not suffering from over-production, 
but from under-consumption on the part 
of many nations, which, at present. are 
unable to arrange sufficient long-time 
foreign credits to meet their require- 
ments. It is this condition that is 
creating the present deadlock. And this 
deadlock cannot be effectively broken 
unless credit in these foreign lands is re- 
stored and unless we create the machin- 
ery by which we may acquire, or make 
advances against, foreign assets and 
obligations which our banks and invest- 
ors are not organized to absorb directly. 
Our domestic and foreign trade will 
continue to suffer unless we create an 
instrument which, by facilitating foreign 
trade recovery, will asist our debtor 
countries in their effort to settle their 
balances with us. 


Authorization 


“The corporation is to be organized 
under the direction of a committee of 
thirty members appointed by the na- 
tional conference of representatives of 
the agricultural, financial, industrial and 
producing interests of the entire country, 
held at Chicago on December 10 and 11, 
1920. This conference, numbering hun- 
dreds of men from all parts of the 
United States, was called by the Presi- 
dent of the American Bankers Associa- 
tion in conformity with a_ resolution 
unanimously adopted by the Association 
at its annual convention in Washington, 
in October, 1920. The resolution voiced 
the Association’s approval of the plan 
for the formation of a foreign trade 
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financing corporation as recommended 
by the Association’s Committee on Com- 
merce and Marine, emphasized the 
benefit to the country at large of the 
realization of the plan, and empowered 
the President of the Association to 
assemble the conference to consider the 
plan. It was this plan, approved by the 
American Bankers Association at the 
Washington convention and endorsed 
twice previously by the Executive Coun- 
cil of the Association, which was pre- 
sented to the Chicago conference and 
unanimously approved. 

“The movement already has the ap- 
proval not only of the American 
Bankers Association but also of com- 
mittees of the Chamber of Commerce 
of the United States, the National For- 
eign Trade Council, the American 
Manufacturers Export Association, the 
National Association of Manufacturers 
and of the American Exporters and Im- 
porters Association. It also received 
the approval of the Special Committee 
of the American Farm Bureau Federa- 
tion at the Chicago conference. 


Directors and Official Staff 


“The first board of directors shall 
consist of not less than thirty-six, nor 
more than sixty members, appointed by 
the Committee on Organization. The 
first board will be divided into three 
classes, as nearly equal as may be, of 
which one class shall serve for one year, 
one for two years and one for three 
years. Thereafter, directors shal! be 
elected to serve for a period of three 
years, or for the unexpired term of 
directors retired by death, resignation 
or otherwise. The first board of direct- 
ors shall adopt the by-laws of the 
corporation, which, among other things, 
shall provide for a fair and adequate 
representation of all regions of the 
country, as represented by the twelve 
Federal reserve districts, and its various 
interests as represented by agriculture, 
commerce and trade, manufacturing 
and banking and other industries. 

“Provision shall be made for stock- 
holders’ meetings in each Federal reserve 
district, at which their interests may be 
considered, proxy committees appointed 
and candidates named to represent the 
district, such nominees to be voted upon 
at the general meeting. 

“The by-laws shall further provide 
that the chairman of the board and the 
president shall be directors; that there 
shall be an Executive Committee of 
eleven, of which both these officers 
shall be members, and that the home 
office of the corporation shall be in the 
city of New York. 

“For the purpose of obtaining com- 
plete and accurate information on the 
foreign securities which it proposes to 
buy or accept as collateral, and for the 
general transaction of its business, the 
corporation, under the law, can estab- 
lish branches or agencies in foreign 
countries, when approved by the Fed- 
eral Reserve Board. The corporation 
may also establish offices in different 
parts of the United States, subject to 
the approval of the Federal Reserve 
Board, as the need for such offices may 
arise. 
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Debentures 


“It is planned to distribute the de- 
bentures of the corporation among in- 
vestors of all classes throughout the 
United States and elsewhere, if deemed 
desirable. The issues will be designed 
to promote thrift and to appeal to 
small as well as large investors, so as 
to enable all our people to share in the 
benefit of a nation-wide institution for 
furthering our. foreign trade. 

“The selling and distributing ability of 
the banks and institutions which become 
stockholders of the corporation will be 
utilized, on a basis of adequate remu- 
neration, in the sale of the debentures. 
In like manner agricultural, industrial 
and commercial interests which invest 
in the stock of the corporation may be 
availed of to promote the sale of its 
debentures. 

“While the object of the organization 
of the corporation is to satisfy a press- 
ing need in our commercial and finan- 
cial equipment and to serve the interests 
of the country as a whole, it will be a 
private institution whose first duty must 
be to preserve the safety of the invest- 
ment of its stockholders and return a 
fair profit on that investment. Its ulti- 
mate and larger success will be mea- 
sured by the character of the service 
which it renders in maintaining and 
further building up our foreign trade. 

“Debenture-issuing corporations, or 
investment trusts, have operated success- 
fully abroad, and have yielded satisfac- 
tory returns to their stockholders. 

“The operations of the corporation 
will be safeguarded by 

“First, the provisions of the Edge 
Act which form an amendment to the 
Federal Reserve Act and provide for 
supervision by the Federal Reserve 
Board as required by the act; 

“Second, its ability, owing to its large 
capital and resources, to maintain an effi- 
cient and thorough organization for 
investigation of the foreign securities 
which it purchases or upon which it 
makes loans; 

“Third, its nationally distributed 
ownership and thoroughiv representa- 
tive control which will assure a policy in 
accord with the interests of the nation 
as a whole, and not subject to undue 
influence by any one section or interest 
of the country. 


Subscriptions and Payments 


“Subscription books will be opened at 
the offices of the Committee on Organi- 
zation, 66 Broadwav, New York, N. Y., 
on January 27, 1921, and will close at a 
date to be fixed by the Committee on 
Organization. Subscriptions will be re- 
ceived at the rate of $105 per share of 
$100, thus providing $100 of capital and 
$5 surplus for each share subscribed. 
The surplus fund will provide additional 
safety to the stockholders and will as- 
sure a reserve for contingencies. There 
will be no promotion stock, nor any 
underwriting commission; nor will any 
commission be paid for the sale of 
stock. A payment of $25 on each share 
of stock subscribed for will be called in 
accordance with the provisions of the 
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Edge Act when the corporation is ready 
to commence business. The balance wil] 
become payable in installments of not 
less than 10 per cent. every sixty days 
thereafter. The right is reserved to tie 
corporation to reject any subscription 
and to allot to any subscriber a lesser 
amount of stock than the amount sub- 
scribed for. The cooperation of all 
banks, trust companies and_baiking 
firms in the United States is being in- 
vited and investors may send in their 
subscriptions through these channels, 

“The liability of stockholders of the 
corporation will be limited to the 
amount of their unpaid subscriptions as 
allotted. 

“In accordance with the resolution of 
the Chicago conference under which the 
corporation is to be organized, an in- 
vitation to subscribe to its capital stock 
is extended to organizations and indi- 
viduals representing agricultural, manu- 
facturing, financial, labor and_ other 
interests throughout the United States. 


Bank Subscriptions 


“Any national bank is authorized, with 
the permission of the Federal Reserve 
Board, to invest in the stock of a cor- 
poration organized under the Edge Act, 
so long as the aggregate amount of 
stock held by such bank in all corpora- 
tions engaged in business of the kind 
described in the Edge Act and in Section 
25 of the Federal Reserve Act as 
amended does not exceed 10 per cent. of 
the bank’s capital and surplus. The pro- 
visions of the so-called McLean- Platt 
Act limiting the right of national banks 
to invest in the stock of certain classes 
of corporations to January 1, 1921, do 
not apply to the investment of stock in 
corporations organized under the Edge 
Act, and national banks may, with the 
permission of the Federal Reserve 
Board, invest in the stock of corpora- 
tions organized under the Edge Act, 
without regard to the time limitation of 
the McLean-Platt Act. Applications by 
national bahks for permission to invest 
in the stock of corporations organized 
under the Edge Act must be made to the 
Federal Reserve Board on forms which 
that board has arranged to provide for 
the purpose and which may be obtained 
either from the offices of the Commit- 
tee on Organization of the corporation 
or from the Federal reserve banks of 
the several districts. Subscriptions b 
national banks may be filed at once, wit 
the provision that they are made subject 
to the approval of the Federal Reserve 
Board and payments thereon should not 
be made until that approval by the Fed- 
eral Reserve Board has been granted. 

“The men, who for two years have 
devoted their time and energies to the 
study and development of this plan, the 
associations and individuals that united 
with them at the Chicago conference, 
and the Committee on Organization, 
which has been charged by that confer- 
ence with the launching of the plan, have 
devoted their best effort to the task for 
no other reason than that they are pro- 
foundly convinced that they are render- 
ing a national service. They feel that 
the creation of an organization as here 
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proposed will furnish a machinery of 
vast importance for the protection and 
further development of American com- 
merce and trade, and for safeguarding 
the position of the United States as a 
world power in commerce and finance. 

“Signed, Committee on Organization: 

“John McHugh, chairman; Herbert 
Hoover, John S. Drum, James B. For- 
gan, Paul M. Warburg, J. R. Howard, 
Thomas B. McAdams, Thomas E. Wil- 
son, A. C. Bedford, Lewis E. Pierson, 
Arthur Reynolds, J. G. Culbertson, Her- 
bert Myrick, Philip Stockton, Julius H. 
Barnes, Charles H. Sabin, Joseph H. 
Defrees, Fred I. Kent, John J. Raskob, 
George Ed. Smith, Chas. A. Hinsch, 
Oscar Wells, John S. Lawrence, Alex- 
ander Legge, E. M. Herr, Peter W. 
Goebel, Roy D. Chapin, John Sherwin, 
F. O. Watts.” 


The Capital Stock 


With respect to the plan for 
placing the capital stock of the cor- 
poration, the effort and activities 
of all committees, representatives 
and other agencies of the Commit- 
tee on Organization, operating 
through the Stock Subscription 
Committee, are directed from the 
temporary offices of the Organiza- 
tion Committee, at 66 Broadway, 
New York City. All banks, trust 
companies and banking firms in the 
country are invited to cooperate in 
the distribution of stock, and in- 


vestors may send in their subscrip- 
tions through these channels. The 
prospectus makes special note of 
the fact that the selling and dis- 
tributing ability of the banking 
institutions which become stock- 
holders of the corporation will be 
utilized, on the basis of adequate 
remuneration, in the sale of the 
corporation’s debentures, and sim- 
ilarly, agricultural, industrial and 
commercial interests may be availed 
of to promote the sale of its deben- 
tures. It is the plan to distribute 
the debentures of the corporation 
among investors generally through- 
out the country. The debentures 
will be issued with the design of 
promoting thrift and of appealing 
to small as well as large investors, 
in order to enable all our people to 
share in the benefit of a nation-wide 
institution for furthering our for- 
eign trade. 


Every effort is being made to as- 
sure the most fair and equitable 
distribution of the stock, and in this 
connection committees have been 
constituted, representative of the 
financial, industrial and agricultural 
interests, in the Federal reserve dis- 
tricts and in the so-called reserve 
cities. Arrangements have been 
made for the fullest possible par- 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 521 


ticipation of all concerned, with an 
idea of holding meetings at con- 
venient times and places, in order 
that the fullest possible understand- 
ing of the important objects of the 
corporation and the practical meth- 
ods by which it can come into op- 
eration may be gained. 

With respect to the power of 
state banks to subscribe to stock of 
the corporation, the most careful 
investigation has been made. In 
some of the states, state banks have 
this power; in others, the question 
is one for determination, and in 
still others, the laws apparently pre- 
clude such subscription. In some of 
the states empowering legislation is 
under consideration. American cit- 
izens individually and corporations 
owned chiefly by Americans may 
become stockholders of Edge Act 
corporations, such as the Foreign 
Trade Financing Corporation. The 
Edge Act permits national banks to 
subscribe to the capital stock of 
corporations authorized under its 
provisions. As to subscriptions, the 
initial response from banks, indus- 
trial concerns and _ individuals 
throughout the country has been 
most gratifying, this response being 
in evidence directly after the Chi- 
cago conference. 


Mortuary Record of Association Members 


REPORTED FROM DECEMBER 26, 1920, To JANUARY 25, 1921 


Bailey, Edw. A., president Curry 
County Bank, Gold Beach, Ore. 

Cohen, Louis, vice-president Second 
National Bank of Hempstead, 
Hempstead, L. I., N. Y. 

Collins, Fred., vice-president Bank 
of Commerce & Trust Co., Mem- 
phis, Tenn. 

Hemphill, Alexander J., chairman 
of board, Guaranty Trust Com- 
pany, New York, N. Y. 

Hilliard, E. S., vice-president Bank 
of Eudora, Eudora, Ark. : 

Howard, C. M., president Peoples 


Bank & Trust Company, Selma, 
Ala. 

Hunnicut, J. W., president Peoples 
Bank of Centreville, Ala. 

Mathewson, Darius, president 
Farmers National Bank, Wake- 
field, Nebr.; also president First 
National Bank of Walthill, 
Nebr. ; director Norfolk National 
Bank of Norfolk, Norfolk, Nebr. 

Nicholson, J. S., president Ellis 
State Bank, Ellis, Kan. 

Pierce, Louis L., second vice-presi- 
dent New York County National 
Bank, New York, N. Y. 

Riker, J. M., president Merchants 


& Manufacturers National Bank 
of Newark, Newark, N. J. 

Robinson, John, assistant cashier 
Mechanics and Metals National 
Bank, New York, N. Y. 

Scott, Guy T., president Continental 
Trust Company, Washington. 

Tierney, Myles, first vice-president 
Emigrant Industrial Savings 
Bank, New York, N. Y.; presi- 
dent Hudson Trust Company of 
New Jersey, Hoboken, N. J.; 
director New York Trust Com- 
pany, New York, N. Y 
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lations Commission of the 

American Bankers Associa- 
tion was held in New York City on 
Monday, January 17. This was the 
first meeting of the members since 
the convention of October, 1920, 
and many important matters, cen- 
tering around the Association’s 
official JOURNAL, came up for dis- 
cussion and decision, and extended 
consideration was given to the 
needs, aims and projected policies 
of the publication, as well as to fu- 
ture plans for Association publicity. 


James E. Clark was selected as 
the new editor of the JoURNAL. 
Following fifteen years in the news- 
paper field, Mr. Clark has been en- 
gaged for several years in various 
forms of publicity work and maga- 
zine editing. Fortunately he was 
able to attend the meeting and par- 
ticipate in the discussion of the 
future of the magazine. 


Three of the seven members of 
the Commission were present, Mar- 
vin E. Holderness, vice-president of 
the First National Bank, St. Louis; 
C. F. Weed, vice-president of the 
First National Bank of Boston, and 
the chairman. The other members 
of the Commission, Fred. W. Ells- 
worth, vice-president of the Hi- 
bernia Bank and Trust Company, 
New Orleans ; H. L. Remmel, presi- 
dent of the Bankers Trust Com- 
pany of Little Rock; William P. 
Sharer, president of the First Na- 
tional Bank of Zanesville, Ohio, and 
John R. Washburn, vice-president 
of the Continental and Commercial 
National Bank of Chicago, were 
prevented from attending, but sent 
assurances of support. 


At the beginning of the session 
the Commission discussed the qual- 
ifications of Mr. Clark for the edi- 
torship of the JouRNAL, and his 
appointment was moved, seconded 
and duly passed. This action was 
taken under the authority of the 
resolution which created the Public 
Relations Commission, where it is 
stated that: “The Commission shall 
have in charge matters of publicity 
in which the Association is inter- 
ested, including the relations be- 


A MEETING of the Public Re- 


By FRANCIS H. SISSON 


Chairman 


tween the Association and the 
public and other organizations. It 
shall also have supervision of the 
official publication.” 

Following Mr. Clark’s appoint- 
ment, the Commission _ selected 
Lingard Loud, one of the chair- 
man’s assistants, to act as its secre- 
tary and serve as a point of contact 
between their group and the active 
management of the JouRNAL. The 
fact was pointed out that the Jour- 
NAL had made editorial progress 
during the year, and that the gen- 
eral publicity secured by the pre- 
ceding publicity committee had 
been most excellent, far surpassing 
previous years. 


It was the sense of the meeting 
that larger appropriations for pub- 
licity could profitably be made by 
the American Bankers Association, 
and that, an effort should be made 
to secure an increase in the grant 
of funds. 

With respect to an editorial pol- 
icy for the JourNAL the Commis- 
sion and its advisors were of one 
mind. The general feeling ex- 
pressed was that the official organ 
of the American Bankers Associa- 
tion should contain the latest and 
most authoritative data upon every 
aspect of domestic and international 
business and that it should be made 
the most comprehensive and de- 
pendable financial magazine in 
America. Its editorial contents 
should deal informatively with out- 
standing developments and, in ad- 
dition, should help to create a 
broad-visioned viewpoint upon con- 
troversial matters. 

The Commission feels that no in- 
teresting business phenomenon 
which appears in any part of the 
world should be extraneous to the 
pages of your JouRNAL. It should, 
in addition, secure expressions of 
opinion from far and near, from the 
bankers throughout the country, 
and also from men active in finan- 
cial centers here or in Europe. It 
should serve as a medium for the 
publications of views as well as 
news, if it is to accomplish its high- 
est purpose—that of helping all of 
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Meeting of the Public Relations Commission. 


us to help one another to a better 
understanding. 

As for the advertising policy, it 
was the consensus of opinion that 
the JoURNAL must continue to sup- 
port an independent existence by 
selling space. The Commission was 
united in feeling that the magazine 
is an excellent medium for the use 
of those central banks which desire 
to attract the deposits of other 
banks. Further, that it is equally 
available for many business con- 
cerns offering goods purchasable by 
the large assured clientele of more 
than 24,000 subscribers. 


The Commission decided that it 
would endeavor to cement the close 
and pleasant relations already in ex- 
istence between the Association and 
the Financial Advertisers Associa- 
tion. In this connection Mr. Holder. 
ness undertook to borrow the 
splendid exhibit which the Financial 
Advertisers Association is planning 
to display during their convention 
in Atlanta, Ga., and ship it to Los 
Angeles, where it will be stored 
until the A. B. A.’s annual conven- 
tion, the week of October 2, 1921, 
where a bank advertising and pub- 
licity conference is to be held under 
the supervision of the Public Rela- 
tions Commission and the Financial 


Advertisers’ Association. 

In the opinion of your Commis- 
sion there never was a time when 
the maintenance of public confi- 
dence in, and respect for, the bank- 
ing fraternity was more important 
than at present. But just because 
this is something of a crucial period, 
your Commission feels free to call 
upon the entire membership of the 
Association for assistance, and 
counsel, and cooperation. 

It is hoped that the official Jour- 
NAL may have your personal, indi- 
vidual support. Give it the news. 
Contribute articles to it. Write to 
its new editor, Mr. James E. Clark, 
and tell him how he can make it 
more valuable to you and of greater 
benefit to the general community. 
With the American Bankers Asso- 
ciation standing loyally behind it, 
the JouRNAL can become a foremost 
financia! magazine. 
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General Tendency Is Upward 


Survey Made by Vice-Presidents of the American Bankers Association and Others Indicates 
That Business Has Turned the Corner. Banks Have Done Their Duty. Some Buying 
Is Reported. Depleted Stocks Give Expectation of Additional Orders. 
Optimism Strongest Along North Atlantic and on Pacific Coast 


states reveals a condition which should give new 

optimism. Details of the survey may be vari- 
ously interpreted according to the medium through 
which the individual translates, but considering the 
transition through which the world has passed and the 
fact that the world, both individually and as nations, 
is still trying to adjust itself to new circumstances— 
generally delayed and hampered by the lack of con- 
venient precedents—the reports give abundant réasons 
for taking new courage. Fundamental conditions are 


dhe: survey of business herewith presented by 


‘ sound, the people are accepting the necessary irritations 


of the readjustment calmly and are feeling their way 
to new vantage points and to new opportunities. En- 
couragement, hope and optimism prevail, and even in 
those localities which most have felt the adverse effects 
attendant upon the closing of one chapter of national 
experience there is a disposition to patiently work out 
the present-day problems. 

Features of the state of business of the country as 
a whole are that in the manufacturing states conditions 
may warrant the belief, as expressed in the Massachu- 
setts section by Frederic B. Washburn, president of the 
Franklin Savings Bank of Boston, that we have turned 
the corner. Some buying is reported and the reports 
of depleted stocks give rise to the belief that better 
buying will soon prevail. 

Though several of the agricultural states—particu- 


larly where cotton and tobacco loom large—are con- 
tending still with serious business disappointments, 
often there is significant action among the agricul- 
turists. In Utah, to illustrate, the farmers and stock- 
men are beginning to replenish their herds, which they 
cut down in 1919. 

Manufacturers are generally reported to regard the 
future without apprehension and to be in condition to 
await a favorable turn of events. The greatest degree 
of optimism is to be noted in the Northern Atlantic 
States and along the Pacific Coast and in Texas. The 
reports from the agricultural states reveal among other 
things that people in these states are of the opinion that 
business, in so far as it relates directly to their affairs, 
may be aided through a more favorable arrangement of 
factors having to do with the getting to both home and 
foreign markets. As W.-W. Woods, vice-president of 
the First National Bank of Los Angeles, writes after 
reporting that unemployment is negligible, that foreign 
commerce has increased and that the district has been 
able to help other sections of the country: “The great 
natural wealth of the state of California and the opti- 
mism of its people assure it a prosperous year if pro- 
ducers are given temporary tariff protection during the 
demoralization of European currencies.” With a 
fundamentally sound country and with business on the 
upward turn “the future is going to be what we 
make it.” 


Arizona 
By G. H. SAwYER 


_Vice-President for Arizona 
Vice-President & Secretary Southern 
Arizona Bank & Trust Co., Tucson 


Regarding condition of the banks, 
their resources and loaning ability, 
while resources have increased sev- 
eral millions of dollars the past year, 
the banks, as a whole, are beyond 
their loaning ability ; many of them, 
probably the larger percentage, car- 
rying rediscounts and money bor- 
rowed in their statements. 

The basic industries of our state 
are cattle and copper, but for the 
past few years the raising of cotton 
has been very important in the Salt 
River Valley. This year few cattle 
were sold in the spring and about 
all that have been sold this fall have 
been calves. With a poor market 
for cattle and a dry season, condi- 


tions are not the best unless the 
hoped-for rains come plentifully in 
January. Without these the water 
holes will be dry and most of the 
cattle ranchers will be required to 
sell their “she” stock or else ship 
to the more favored state of Cali- 
fornia if they can find there a place 
to feed, which is doubtful. There 
has not been a market for copper 
during the last half of this year and 
not much in the first six months of 
the year; therefore, the mines have 
laid off many men and those who 
have not been laid off have had to 
accept lower wages, but are fortu- 
nate at that to have a means of earn- 
ing a living. The price of cotton 
has gone down so rapidly that 
many manufacturing concerns have 
stopped production and our long 
staple crop, that is, that part of it 
which was not contracted for early 
in the season, has become a drug on 
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the market, and will have to be car- 
ried by the banks for their different 
clients or otherwise the banks them- 
selves will have to suffer a consid- 
erable loss. These conditions make 
us feel that the New Year will bring 
brighter prospects, and other condi- 
tions and crops are ‘good. 

Building is going ahead, espe- 
cially in Tucson and Phoenix. Tuc- 
son being a health resort of national 
repute, attracts so many tourists in 
the winter time that our general 
business condition among the mer- 
chants is very good. 

Most of the banks thtoughout the 
state are in strong hands, ably man- 
aged by conservative business men, 
who have urged upon their custom- 
ers the necessity of pulling in their 
strings, not engaging in new enter- 
prises which would require them to 
borrow funds, but are taking care 
of their just business needs. 
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Arkansas 
By Georce H. 


Vice-President for Arkansas 
Cashier Planters Bank and Trust Com- 
pany, Nashville 


‘ Arkansas carried over approxi- 
mately 95,000 bales of cotton from 
the 1919 crop. A large percentage 
of this cotton is damaged, caused 
by excessive rains during the fall 
of 1919. The rains damaged the 
corn crop for 1919 to a large extent. 
As the acreage and yield were un- 
der normal the farmers of Arkansas 
started the 1920 crop under very 
unfavorable circumstances as to 
feed supply. The money used to 
raise the crop for 1920 exceeded in 


price received for the balance of 
the crop. 

Below are some figures showing 
just what has happened to the banks 
of Arkansas during the year. 

These figures show an increase in 
bills payable and a decrease in cash 
of about $72,000,000. Although the 
dates of these statements are not 
identical, this will be found to be 
approximately correct. 

It is estimated that the decline in 
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prices of the cotton crop will cause 
a loss at this time of more than 
$150,000,000 to the farmers of 
Arkansas. As serious as the situa- 


tion now appears the state is in . 


much stronger position than in 1914, 
and it is believed that the recovery 
will be much more rapid, as the 
state still has an enormous amount 
of physical assets and has accumu- 
lated wealth very rapidly within the 
last five years. 


STATE BANKS 
Dec. 31,1919 June 30,1919 Oct. 15, 1919 


Deposits .........$156,800,000 
Bills Payable...... 9,700,000 
Cash 52,000,000 


30,700,000 29,800,000 


$129,600,000  $118,000,000 


42,100,000 400,000—Increase 


. 22,300,000—Decrease 


NATIONAL BANKS 


Dec. 31, 1920 Sept. 8, 1920 

Deposits $67,600,000 $56,900,000 
Bills Payable 1,900,000 12,000,000 
14,500,000 


amount the cost of any previous 
crop in the history of the state. 
Banks and merchants used their 
credit to the limit, but were in a 


$10,800,000—Decrease 
10,100,000—Increase 
7,300,000—Decrease 


fair shape to liquidate their debts 
at the beginning of the fall season 
of 1920 when the slump in the price 
of cotton eliminated all hope of the 
state paying its debts in full. 

With the exception of the north- 
western part of the state, which is 
a fruit country and is now in very 
fine shape financially, owing to good 
crops and prices, the state is loaded 
with debt, has an enormous amount 
of cotton on hand of 1920 crop, be- 
sides the carry-over of 1919 cotton 
crop. The only satisfactory and 
encouraging feature of the situation 
is the phenomenal corn crop raised 
during 1920, which will enable the 
farmers of the state to live through 
the coming season and raise a crop 
during 1921 with little additional 
credit. 

Liquidation of debts has been slow 
and the situation requires very care- 
ful handling, both by merchants and 
by the banks. No serious trouble has 
been reported so far. Most of the 
crop is still on the farms and in the 
warehouses. The rice belt is ex- 
periencing the same difficulties. 
There seems to be a surprising 
amount of optimism in the face of 
what is really a very great disaster 
to the business interests of the state. 
It is estimated that 20 cents per 
pound for cotton would enable 
a majority of the pressing debts of 
the state to be paid. Farms are well 
stocked with cattle, hogs and feed 
and the amount of debts carried 
over will depend, of course, on the 


California 
By W. W. Woops 


Vice-President for California 
Vice-President First National Bank of 
Los Angeles 


Readjustment is progressing rap- 
idly in California, primarily because 
such expansion as took place during 
the last few years was based almost 
entirely upon exploitation of latent 
natural resources and increased 
production of foodstuffs. The 1920 
crops in California were exceeded 
only by the record crops of 1919, 
as shown by the following ex- 
amples : 


Crop. 
Dried fruits 
Citrus fruits 


"3,200,000 Bags 


Although the return per unit has 
been less than in several years, the 
farm value of all crops, estimated at 
$458,000,000, is but $52,000,000 
under that of 1919, and exceeds the 
annual average for the five years 
from 1914 to 1918, inclusive, by 
$111,000,000. The winter rainfall 
for the 1920-1921 season has been 
such as to assure sufficient water 


for irrigation for 1921 crops, and. 


if producers are given sufficient 
tariff protection to prevent foreign 
dumping because of the abnormal 
exchange situation, agricultural 


1920 
328,500 Tons 


prospects for the coming year are 
exceedingly bright. 

Business hesitancy is reflected in 
wholesale sales, which average 10 
per cent. less than a year ago, al- 
though total sales during 1920 
slightly exceeded those of 1919. 
Retail stocks are being depleted and 
renewed buying must shortly result. 

Bank clearings indicate that other 
lines of business continue active. 
Clearings in nine cities in the state 
increased $120,439,000, or 22 per 
cent., total clearings in ten cities 
aggregating $1,204,104,000 in De- 
cember, 1920, as compared with 
$1,193,365,000 in December, 1919 


Production 
1919 


1918 
265,700 Tons 
23,535 Cars 
5,100 Tons 


417,250 Tons 
49,330 Cars 
7,250 Tons 
28,100 Tons 19,950 Tons 
3,500,000 Bags 3,000,000 Bags 


Unemployment is negligible, and 
the demand in the building trades is 
sufficient to absorb the excess. 
Building permits in ten principal 
cities of the state aggregated $10,- 
682,070 in December, 1920, an in- 
crease of $1,400,587, or 15 per cent., 
over December, 1919, with the 
housing shortage still acute and new 
building dependent only upon abil- 
ity to secure materials. 

Foreign commerce handled 
through California ports is increas- 
ing, exports for the first ten months 
of 1920 amounting to $210,329,000. 
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as compared with $190,352,000 dur- 
ing the same period in 1919, an in- 
crease of 10.3 per cent., although 
total exports from the United 
States increased only 5.1 per cent. 
during this period. Imports for 
the same months increased from 
$198,680,000 to $204,316,000. 

Indicative of the fact that read- 
justment has been less severe in 
this state than elsewhere in the 
country is the fact that the number 
of business failures totaled 559 in 
1920, an increase of forty-seven, or 
9 per cent. over 1919, and that lia- 
bilities of failed firms amounted to 
$8,015,832, an increase of $1,570,- 
300, or 24 per cent., as compared 
with an increase in number of 38 
per cent. and of liabilities of 73 per 
cent. for the entire United States, 
the increase in business mortality 
being at the rate of less than one- 
third of the rate for the country. 

Credit is not easy, interest rates 
averaging 7 per cent., but there is 
sufficient credit available to meet 
legitimate demands of California 
business. Proof of this is found in 
the fact that at no time has the Fed- 
eral Reserve Bank of San Francisco 
found it necessary to secure as- 
sistance from other Federal reserve 
banks and that, with the excess 
funds of this district deposited with 
it, it has been constantly in a posi- 
tion to help other districts needing 
assistance. 

The most important issue con- 
fronting the producer in California 
today is the resumption of a buying 
movement for commodities and the 
gradual release at a fair price of 
the immense warehoused stocks of 


foodstuffs and grain, which would - 


enable the banks to do their share 
in the general drive for liquidation. 

The great natural wealth of the 
state of California and the wealth 
and optimism of its people assure 
it a prosperous year, if producers 
are given temporary tariff protec- 
tion during the demoralization of 
European currencies. 


Colorado 


By Frank J. DENISON 


_ Vice-President for Colorado 
Vice-President Hamilton National Bank, 
Denver 


It is the general sentiment among 
bankers of Colorado, at the close of 
1920, that basic conditions in this 
section of the country are sound and 
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that we should look to the future 
with confidence. The apprehensive 
attitude, so natural for the average 
conservative business man or banker 
in times of readjustment, does not 
rule here. It is undoubtedly true 
that in the immediate future many 
difficult problems will be presented. 
Once the new level of prices has 
been reached, however, conditions 
will gradually work back to normal. 

During the past year the farmer 
and the livestock owner have been 
subjected to losses on account of 
the heavy decline in the prices of 
livestock and grain. In the face of 
this condition, meanwhile, there has 
been no reduction generally in re- 
tail prices. This circumstance has 
worked genuine hardship. In those 
sections of the country where sugar 
beets are raised the farmer has re- 
ceived good prices for his crops 
and has been able,in many instances, 
to retire all of his indebtedness. In 
other sections the crop returns re- 
ceived have’been very disappointing 
and it will be necessary for some 
of the banks to carry customers in 
a localities at least until next 

all. 

As in other sections of the coun- 
try, there has been a general effort 
on the part of the banks to reduce 
their loans and rediscounts, but 
there has been no disposition to 
force liquidation where it would 
work hardship on the borrower. 

At the close of the year about 
two-thirds of the banks of the Den- 
ver Federal Reserve District are 
showing rediscounts. This is evi- 
dence of the fact that they have 
made a strenuous effort to accom- 
modate their customers according 
to their legitimate needs. The total 
resources of the banks in this dis- 
trict compare very favorably with 
the showing made a year ago. In 
some sections, however, there has 
been a reduction in deposits. 

On account of the high cost of 
labor and materials, the metal 
mining industry of this state has 
been obliged to curtail operations 
for the past three or four years. 
Accordingly, the production of rare 
and precious metals for 1920 ‘will 
be below that of the year previous. 

The coal-mining industry of the 
state has enjoyed a profitable and 
successful year. 

The manufacturers, wholesalers, 
jobbers and retailers in the state 


525 


generally have enjoyed a good vol- 
ume of business for the year, espe- 
cially for the first six to nine 
months. In the majority of cases 
firms have reduced their stocks of 
merchandise and material to a point 
where it will not be necessary to 
take any severe loss on account of 
reduction in prices. 

While the demand for labor today 
is less than that of a year ago, the 
number of unemployed is not large. 
The situation here compares very 
favorably with any other section of 
the country. 


Connecticut 


By FRANK G. VIBBERTS 


Vice-President for Connecticut _ 
Vice-President and Secretary New Brit- 
ain Trust Company, New Britain 


Bank deposits are off somewhat 
from the high point reached during 
the war. Substantial sums are still 
being borrowed from the Federal 
reserve bank and the rediscount 
privilege is still used to a consider- 
able extent, although there has been 
some liquidation in both of these 
items. The banks are in a sound 
and comfortable position, able and 
willing to care for legitimate de- 
mands for commercial and indus- 
trial purposes, with the demand for 
these purposes gradually lessening. 
Few loans are being made for 
speculative purposes either in real 
estate or securities. 

Connecticut is a manufacturing 
state and the boom business enjoyed 
up to four or five months ago is now 
replaced by the dullest business in 
our history. Businesses allied to the 
automobile industries are most af- 
fected, some plants being entirely 
shut down, with practically all other 
industries dull and on short time 
with fewer employees. Bonuses to 
employees have been cut off quite 
generally and cuts in wages of from 
10 to 25 per cent. aré® becoming 
common; these changes are, how- 
ever, being made without con- 
flict with labor. Production per 
man has somewhat increased and, 
taken altogether, the labor liquida- 
tion now going on should help in- 
dustry very materially for an up- 
ward move in business within a 
few months. 

Most of the manufacturing con- 
cerns are in a sound financial condi- 
tion and well able to weather these 
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trying months of no orders on hand 
and few coming in. 

There has been good liquidation 
in retail business. Christmas trade, 
while not up to last year, was fair 
and at good prices for the mer- 
chants. Substantial price cuts have 
occurred since Christmas and as a 
result stocks of goods have been 
cut to a minimum. Merchants are 
in a position to buy when they are 
satisfied that the wholesale prices 
have been reduced to a point where 
the consumer will be interested. It 
is the general belief here among 
merchants that such a point has not 
yet been reached. 

As a result of the long period of 
prosperity both capital and labor in 
this state are in a position for a 
time to live off their fat and both 
are doing just that; but at the same 
time looking forward with optimism 
to another period of prosperity in 
the near future. 


Delaware 


By Cuartes S. CONWELL 


Vice-President for Delaware 
Vice-President Baltimore Trust Com- 
pany, Camden 


The basic industry of Delaware, 
outside of Wilmington, is agricul- 
ture. The intelligent Delaware 
farmer, at the present time, is dis- 
couraged and angry. He is dis- 
couraged because most things that 
he has to sell are low in price, while 
most things that he has to buy are 
high—a condition that makes even 
a meager living doubtful. He is 
angry, not at the banks, as seems 
to be the case in some places, but at 
the profiteer whom he blames for 
the high prices of his necessities. 
There is little or no demand for the 
“emergency tariff,” but much de- 
mand for legislation against the 
profiteer. The “emergency tariff” 
would injure the eastern farmer. 
There is much talk that unless 
prices of his necessities come down 
soon, the crop acreage for 1921 
will be greatly reduced. But the 
farmer is a long-suffering mortal ; 
he will probably continue to grow 
about a normal acreage at little or 
no profit and thus help to speed him- 
self toward that industrial and po- 
litical slavery to which farmers seem 
sooner or later to come. 

There was probably never more 
money on deposit in the banks of 
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Delaware than now, but it is closely 
invested and loaned out; so that 
money is “tight.” There is also a 
certain vague feeling of unrest and 
apprehension. Even in normal 
times, at this season of the year, 
a restriction of credits is necessary 
among rural and small town banks. 
This results from the fact that the 
harvest time of the farmer (an im- 
portant patron of such banks) is 
chiefly summer and fall. In winter 
and spring he not only adds little to 
bank deposits, but is likely to draw 
from his deposits and to become a 
borrower, thereby necessitating not 
only restriction of credits, but also 
the borrowing of considerable sums 
of money by such banks themselves. 
Deposits in city banks are more 
nearly uniform throughout the year, 
so that such restriction is not im- 
perative. 

Labor is still scarce here, as the 
exodus from the cities does not 
seem to have begun as yet. Much 
of it expresses a willingness to ac- 
cept lower wages when things that 
they must buy also come down. But 
the war spoiled labor. 


Retailers are buying cautiously 
on a falling market. Many of them 
are still profiteering, which naturaly 
lessens sales. 


District of Columbia 
By M. D. RosENBERG 


Vice-President for District of Columbia 
President Bank of Commerce & Savings, 
Washington 


The banking interests of Wash- 
ington are in excellent condition 
and the District of Columbia lays 
claim to its large number of finan- 
cial institutions and to the fact that 
they are all abundantly solvent, a 
great many of them forging ahead, 
showing large dividends to the 
stockholders and a corresponding 
gratification to their patrons. 

During the year 1920 the steady 
trend of increased prices in com- 
modities was somewhat checked and 
the economic conditions are creat- 
ing a reduction in prices, making 
it hopeful that in this respect the 
pre-war period will again be 
reached. The readjustment may be 
gradual, but more or less certain, 
as indicated more particularly by 
the price reductions and the fact 
that labor is assuming a more rea- 
sonable position in its demands. 
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It should: be borne in mind that 
the District of Columbia was af- 
fected to a greater extent than any 
other American community during 
the war period, due, of course, to 
the great congestion of humanity 
and the expanded business entailed 
upon the government departments. 
The housing question during the 
war was very serious, but this con- 
dition is being more or less re- 
lieved by the departure from 
Washington of a large number of 
government employees, but it is still 
more or less acute. To meet this 
situation the Congress of the 
United States, which has exclusive 
jurisdiction of the District of Co- 
lumbia, has since the beginning of 
the World War enacted rent legis- 
lation in two acts of Congress, one 
known as the Saulsbury Resolution 
and the other as the Ball Rent Act. 
Both of these have been declared 
constitutionally invalid by the Court 
of Appeals of the District of Co- 
lumbia and are now awaiting a final 
decision in the Supreme Court of 
the United States. In the meantime 
we are relegated to the Landlord 
and Tenant Law as it existed prior 
to the war by the filing of a com- 
plaint in the Municipal Court, and 
indeed the provisions of this law 
are vigorously contested by both 
landlord and tenant. 

It is estimated that the number 
of persons employed by the gov- 
ernment at the present time ap- 
proximates 80,000, as against more 
than 100,000 prior to Armistice 
Day. 

Washington business people are 
looking forward to a revision of the 
Federal Income Tax provisions, 
especially those affected by the Ex- 
cess Profits Tax, as a substitute for 
which the Consumer’s Sales Tax, 
as well as the Successive Com- 
modity Tax are both receiving 
earnest consideration. 


Florida 


By Cuarves A. FarrcLloTH 


Vice-President for Florida 
President Natidnal City Bank, Tampa 


While conditions in Florida are 
undoubtedly much better than in 
any other southern state, those 
who are in a position to closely ob- 
serve the situation do not appear 
optimistic over this immediate out- 
look. Lumber and turpentine in- 
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dustries are at a standstill, but the 
former will greatly improve when 
labor conditions stabilize. Leading 
tourists’ hotels are doing only lim- 
ited business, but the state is full of 
moderately well-to-do tourists. 
The citrus crops are large, but 
the demand has been temporarily 
curtailed. While early spring crops 
are in excellent shape, it is feared 
by some authorities that the exor- 
bitant freight charges will not leave 
much profit for the farmer. 
Banks generally are showing in- 
creased deposits, due largely to 
funds brought in by visitors and 
the influx of home-seekers attracted 
by the finest climate in the world. 


Georgia 
By FRANK S. JONES 


Vice-President for Georgia 
Vice-President and Cashier First 
tional Bank, Bainbridge 


Na- 


Agriculture being the basic in- 
dustry in Georgia, the very marked 
decline in prices of cotton, cotton 
seed, peanuts and other products 
makes business poor. The farmer 
refuses to sell cotton in many cases 
and is unable to sell some other 
products except to speculators. This 
has brought on a decline in bank 
deposits and consequently loans will 
be restricted this year. The retailer 
reports almost no collections from 
farmers; banks have fared better. 

Lumber production is about 40 
per cent. of normal; prices began 
declining in May. The feeling is 
general among sawmill operators 
that just as soon as the price of 
labor in the building trades declines 
a demand for lumber will develop. 

The production of naval stores 
was larger than for several years 
and material decline in prices re- 
sulted. At present there is a dead- 
lock in the market, no sales having 
been made since November. 

The retailer has realized at last 
that he must take a loss and prices 
are declining. This will encourage 
the farmer to sell his products soon, 
some debts will be paid, some re- 
newed. It will be a year of economy 
and liquidation of debts next fall. 

Wholesalers report decline in 
sales for last two months of year 
with some slow-up in collections. 


Idaho 


By E. H. PLlowHEap 


Vice-President for Idaho 
Cashier Caldwell Commercial Bank, 
Caldwell 


Sales of last year’s farm products 
are slow and at low prices. It is 
estimated that 40 per cent. of the 
crops are unsold. Collections are 
rather slow and business is only 
fair. Real estate sales and building 
are about normal. Values have de- 
creased, reductions being made in 
employed labor ; also in wages paid. 
The period is rather one of depres- 
sion and there is not much snap to 
business. The wool is practically 
all unsold. The winter is open and 
mild. Stockmen are favored in the 
feeding period to the detriment of 
the farmer. The people generally 
are optimistic and believe that the 
low marks have been reached and 
that the upward tendency is close at 
hand. 


Illinois 
By F. T. MoLoney 


Vice-President for Illinois 
President State National Bank, Mattoon 


Country banks in the agricultural 
district of Illinois in most cases 
are overloaned and have a large 
amount of bills payable and redis- 
counts. Liquidation is necessary. 
About 85 per cent. of the corn is on 
hand, compared with 75 per cent. a 
year ago. There are more oats in 
farmers’ hands than usual. Sev- 
eral small elevators have oats, but 
no corn. Broom corn on hand 
amounts to 75 per cent., as com- 
pared to 25 per cent. a year ago. 
Labor in the manufacturing in- 
dustries is 25 per cent. normal; on 
the railroads labor is 75 per cent. 
normal. Most farmers are not sat- 
isfied with prices and are holding 
their corn. There is very little de- 
mand for broom corn. The crisis is 
over ; the future looks good. 


Indiana 


By James S. Royse 


_. Vice-President for Indiana 
President Terre Haute Trust Company, 
Terre Haute 


The resources of the banks here 
are practically at their highest. 
Most of them during the past six 
months have been in the market for 
commercial paper at various times, 
which would indicate that they had 
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more funds than necessary to take 
care of the legitimate needs of this 
community. At the same time their 
position has been peculiar in that 
the fluctuations have been such that 
it compels them to borrow money at 
times or rediscount some of their 
commercial paper. 

They have taken care of all of 
their good customers and have not 
found it necessary to restrict anyone 
worthy of credit. 

The condition of basic industries 
in this immediate locality is good. 
Our manufacturing industries are 
diversified and most of them are 
running in pretty good shape. Con- 
ditions in Indianapolis are very 
much worse than here in that they 
have a good many automobile plants 
and accessory plants and are feel- 
ing the pinch in credit now more 
than anything else. They find it 
very hard indeed to liquidate and 
are being forced to do so by their 
banks. The wholesaler and jobber 
have been taking their loss, but that 
is not true of the retailer in this sec- 
tion up to the present time. It is 
the feeling of everyone that he will 
be forced to take his loss after the 
first of the year. 

The situation among the farmers 
is very discouraging. Those who 
bought stock last year and fed out 
high-priced corn have lost money. 
The labor cost of producing all 
kinds. of farm products this year 
has been high and the price for stuff 
produced has been shrinking all the 
time. Corn is below the actual cost 
of production and wheat is getting 
very close to it. In the meantime 
taxes have almost doubled in the 
last year so that the farm industry 
has been pretty badly hit in this 
state. 

I am of the opinion that consid- 
erable liquidation is ahead, but that 
with special care looking toward 
economy and thrift everything will 


-work out satisfactorily in the end in 


this state. 


Iowa 


By Ray NYEMASTER 


Vice-President for Iowa 
Vice-President American Commercial 
and Savings Bank, Davenport 


For the last several months of 
1920 the resources of the banks of 
Iowa have been strained almost to 
the limit. Asa result,the bankers of 
the state have of necessity been com- 
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pelled to restrict their loans to 
necessary transactions and the ex- 
tension of business has been discour- 
aged quite generally. 

Iowa harvested last year a record 
crop, the production of corn being 
the largest in the history of the state. 
Unhappily for the farmer, the price 
offered for corn is now only about 
one-third the figure that prevailed 
six months ago. As a result, the 
operations of the farmers of Iowa 
show a loss for the year. This 
could be very well offset against the 
prosperity of the preceding few 
years were it not for the fact that 
the Iowa farmers in the times of 
easy money contracted debts which 
it is going to take the proceeds of 
two or three crops to pay. 

The indications are that the Ist 
of January recorded the peak of the 
credit strain in this state. There is 
now quite a free movement of grain 
and hogs and while the bills receiv- 
able of the banks have shown no ap- 
preciable diminution, the inflow of 
money has commenced and will soon 
make itself felt in an easing of the 
money situation. The borrowings 
of Iowa banks at the Federal re- 
serve bank are slightly less than 
they were a few weeks ago and the 
local opinion is that by the end of 
spring more than half of the bills 
payable and rediscounts of: Iowa 
banks will have been retired. Close 
observers predict that Iowa will be 
hard up after most of the rest of 
the country has liquidated its debts 
for the reason that there remains to 
be cared for the aftermath of the 
farm land sale activity of 1919 and 
the obligations created by purchases 
of promotion stocks which were sold 
in such large volume to our people. 

There is nothing in the Iowa situ- 
ation to breed pessimism. Iowa can 
be counted upon to produce bounti- 
ful crops year after year as has 
been her record since the state was 
settled, and there is always a ready 
market for the state’s products re- 
gardless of general business or in- 
dustrial conditions over the country, 
and while the price received may not 
be up to expectations yet one cannot 
escape the conviction that the turn 
of the wheel of time will bring the 
people of this state around again 
to the condition of comfortable 
financial independence which should 
be the portion of so rich an agricul- 
tural district as this. 
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A beneficial result of higher farm 
land prices will be better farming. 
When our land sold for $25 an acre 
not much effort was needed to make 
a livelihood. When the price went 
to $100 an acre most of the shiftless 
farmers were driven out to districts 
where cheaper land was to be had, 
and now with $300 land it behooves 
the worker to have no waste acres, 
to give more thought to the seed 
and the preparation of the seed bed 
and the harvesting and care of the 
crop, and the certainty of a fixed 
charge of $20 an acre will result in 
a greater yield per acre, which will 
mean more food for the world and 
increased income for Iowa people. 


Kansas 
By F. H. Foster 


Vice-President for Kansas 
President Fort Scott State Bank, 
Fort Scott 


In common with other sections of 
the country, Kansas has felt the 
shortage of loanable funds and the 
consequent curtailment of credit. 
However, all essential interests have 
been taken care of in a fairly satis- 
factory manner by the banks, which 
have, as a rule, had the situation 
well in hand. The demand for loan- 
able funds has slackened materially 
and, from a broad point of view, 
conditions at the beginning of 1921 
are better than many conservative 
bankers expected to find them. 

There is not as yet a large amount 
of unemployment. The state’s 
1920 products, principally agricul- 
tural, have been above the average 
and, notwithstanding the shrinkage 
in prices, the sale of its surplus will 
bring into its boundaries, in the 
aggregate, a large sum. Farmers 
and others now feel the need, and 
soon will realize the advisability, of 
making sales at the market prices. 
Retailers, as a rule, report a good 
fall and holiday trade, indicating 
that there was much money in the 
pocketbooks and homes of the peo- 
ple, as apparently purchases were 
not made from bank deposits; and 
no considerable sales of products 
have been made by the agricultural 
community. Agricultural conditions 
are as near normal as can be ex- 
pected at this time. 

Taking into consideration all that 
has happened since August 1, 1914, 
it may be said fairly that the state 
as a whole is in good condition to 
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meet its 1921 problems, and it rests 
with its people to solve those prob- 
lems successfully ; that can be done 
satisfactorily by the exercise of rea- 
sonable economy and faithful per- 
formance of the work confronting 
them. Kansas has no ills that work 
cannot cure. 


Kentucky 


By Mrs. C. E. HEARIN 
Vice-President for Kentucky 
Vice-President — National Bank, 

ay 


Kentucky banks at this time, par- 
ticularly those in the tobacco dis- 
tricts, are carrying heavy loads in 
the way of local credits, due to at 
least two reasons: 

First: This crop of tobacco has 
cost more to raise, house and pre- 
pare for market than any crop in 
history. During the growing pe- 
riod wages were higher than in any 
previous time. 

Second: It has been customary 
for years for our loose-leaf markets 
to open around December. This 
year most of them have been post- 
poned until after the new year, con- 
sequently very little money has come 
into the state from the outside. The 
total resources of the banks in our 
state are, perhaps, as great as they 
have been at any time. 

Banks located in the agricultural 
districts as a rule are borrowing 
heavily and have a wallet full of 
securities, but very little reserve. 
Those located in the oil and mining 
districts have been and are still very 
prosperous. Banks in these sec- 
tions have a plethoric of funds, 
hence are able to buy high-grade 
commercial paper, bank acceptances 
and make other sound investments. 

Business as a whole has halted, 
and while the retail trade during 
the Christmas season was fairly 
good, the shelves have not yet be- 
come bare and until they reach that 
stage little improvement can be ex- 
pected in the manufacturing, job- 
bing or retail lines. 

The attitude of most banks is that 
of restriction. It is true all legiti- 
mate business is being taken care 
of, but no encouragement for the 
extension of credit and no inclina- 
tion to finance new enterprises is 
shown. 

The fundamental condition of in- 
dustries is sound. It could not be 
otherwise, as abundant crops make 
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a good foundation, though they will 
not sell for as much money as here- 
tofore. Kentucky during the past 
year has harvested abundant crops 
of every kind usually produced in 
this state, hence basic conditions in 
all our industries could not be 
otherwise than sound. 

It is rather early to make much 
prediction as to the 1921 crops. 
However, the fall has been very 
open, wheat and other small grains 
have had a good start, and for these 
crops the outlook is good. 

Unemployment is beginning to 
be felt tn the industrial centers, 
which, of course, has reduced the 
buying power in this direction and 
adds to the unsettlement prevailing 
in trade. 

In my opinion our banks are 
being prudently managed and can 
be depended upon to carefully guard 
their resources during the year 
1921, which will be the real period 
of readjustment. 


Louisiana 
By P. C. 


Vice-President for Louisiana 
Cashier Ouachita National Bank, 
Monroe 


General conditions in Louisiana 
are perhaps worse than for several 
years. The cotton crop was a fail- 
ure in view of the low price received 
and has almost wrought ruin on the 
cotton grower. The rice section of 
the state is holding large quantities 
of rice. The cost of production is 
in excess of prevailing prices, 
which in the face of a stagnated 
market makes the financial situation 
acute for the rice growers. The lum- 
ber industry has suffered a similar 
decline and loss that other classes 
of business have experienced, due 
to lack of demand. The oil indus- 
try is active and has done a great 
deal to relieve business in the oil 
section of the state. The general 
situation for the coming year is un- 
favorable. 


Maine 
By R. H. Baxter 


Vice-President for Maine 
President The oe Company, 
a 


Financial conditions in Maine are 
sound, For the past twelve months 
the banks generally have advised 
extreme caution in commitments 
and as a result retail stocks are low 
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and merchants in a position to avail 
themselves of opportunities to re- 
stock at present prices. Shipbuild- 
ing and charters are at a low ebb, 
but textile plants are beginning 
operations and labor is being fairly 
well employed. Manufacturers and 
merchants are looking forward to a 
business revival in the near future. 

Banks have taken care of their 
customers at reasonable rates and 
are acting more and more as busi- 
ness and financial advisers to them. 
The summary of state banking in- 
stitutions shows total resources of 
$241,059,944.97 as of September 
27, 1919, and $266,253,952.30 as of 
September 25, 1920, a gain of $25,- 
194,007.33. The total resources of 
national banks in the state show 
$113,425,000 as of September 8, 
1920. 

Maine’s water power is the source 
of the present and the hope of the 


-future prosperity of the state. 


Three-quarters of these water 
powers today are undeveloped. A 
commission was established in 1919 
charged with the duty of presenting 
a plan for constructive legislation 
which will end the economic waste 
that is now taking place. Maine is 
handicapped by geographical loca- 
tion, and industries will be attracted 
to the state only by reason of cheap 
and dependable hydroelectric 
power. Whether the development 
of this power shall remain exclu- 
sively in the control of private in- 
terests or shall be made by the state 
is a pending question. The creation 
of storage districts and construction 
of storage reservoirs by the state 
meets with more general approval 
than the actual development by the 
state of hydroelectric plants, as 
these reservoir developments would 
not involve the state in the intri- 
cacies incident to the operation of 
public service companies. 


Massachusetts 


By Freperic B. WASHBURN 

Vice-President for Massachusetts 

President Mechanics National Bank, 

Worcester 

Business industries in Massachu- 
setts are in better financial condition 
than one might expect considering 
the serious drop which has taken 
place in commodity prices. 

It is true that but few of our 
manufacturing concerns are run- 
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ning on more than part time and 
many are almost entirely shut 
down; in spite of which fact, we 
find most of them to be solvent and 
alert to start up the minute sufficient 
new orders come in. | 

There has been better buying in 
leather and woolen markets dur- 
ing recent weeks, and in fact there 
is a better feeling throughout the 
whole textile trade. It would ap- 
pear that the retailers have consid- 
erably reduced their stocks and, 
while they are perhaps overloaded 
in some departments, they must 
soon be in the market in order to 
properly supply the needs of their 
customers. 

Deflation has proceeded far 
enough so that there is a somewhat 
easier tone in the money market. 
The loans of the Reserve Bank in 
Boston to member banks are in 
volume nearly $100,000,000 less 
than a year ago. That reduction is 
probably more the result of easier 
conditions of the country banks 
than of the Boston banks, who are 
still meeting heavy demands from 
their customers. 

On the whole, we should congrat- 
ulate ourselves that our business 
and financial institutions have been 
able to meet this unprecedented 
strain in such a wonderful manner, 
and I have felt that we have turned 
the corner and will make marked 
progress toward more comfortable 
business conditions in the future. 


Mississippi 
By W. D. Coox 


Vice-President for Mississippi 
Vice-President Farmers & Merchants 
Bank, Forest 


The financial condition in Missis- 
sippi is not so favorable. This can 
readily be accounted for when it is 
remembered that our financial 
prosperity is largely dependent 
upon agriculture and the lumber 
industry. Unfavorable weather con- 
ditions cut off the yield from the 
former and the low price of cotton 
has bankrupted many of our largest 
planters and dealt others a severe 
blow.. The small demand and low 
prices for lumber have closed most 
of our sawmills, leaving thousands 
of men unemployed. Banks are 
being called upon to renew a large 
percentage of their loans and to 
make many additional loans. 
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Missouri 
By H. Y. LEMon 
Vice-President for Missouri 


Vice-President National Bank of Com- 
merce, Kansas City 


The banks in our state, as a whole, 
undoubtedly have a larger percent- 
age of loans to deposits than on any 
other January 1 in the history of 
Missouri banking. I believe, how- 
ever, that we are over the hill, as the 
last sixty days have shown a marked 
reduction in loans, and we anticipate 
a much greater liquidation during 
the next sixty days. 

.The greatest strain has fallen on 
the city banks and some county seat 
banks handling neighboring bank 
accounts. The heavily overloaned 
condition of the city banks is largely 
due to excessive demand from 
country banks, outside of Missouri, 
and a shrinkage in country bal- 
ances. 

The products of our farms, except 
in a few localities, have gone to 
market as in former years, and have 
been sold generally at good prices, 
andthe country banker who hascon- 
fined his loans to the short time 
commercial needs of his deserving 
customers has been, and still is, on 
“Easy Street.” In my opinion, there 
is no excuse, other than bad man- 
agement, for country banks not be- 
ing in good condition; but, unfor- 
tunately, some banks are full to 
overflowing with real estate and 
speculative paper, which in some in- 
stances has placed these institutions 
in a decidedly critical condition. 
The real estate paper was taken 
into the banks around March l, 
after a tremendous activity in farm 
lands at highly inflated prices, at 
which time the usually plentiful 
supply of eastern farm loan money 
almost entirely vanished. This 
paper in time will be liquidated 
without much loss to the banks, but 
the same cannot be said of the spec- 
ulative paper. By speculative paper 
I refer particularly to notes given 
by farmers and others in payment of 
stocks of doubtful or no value, 
which the banks have purchased at 
large discounts, giving in payment 
the bank’s certificate of deposit 
which must be met at maturity, 
while the notes have become non- 
liquid assets of doubtful value. 

Missouri is a state of greatly 
diversified products and industries. 
Crops were above the average, and 
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our industries generally have come 
through the year in good condition. 
We have had few failures, no seri- 
ous strikes, and at no time during 
the year much unemployed labor. 
We are in the midst of general 
business readjustment, but think the 
storm is all but spent, and, with ex- 
cellent crop prospects and evidences 
of a return to thrift and economy on 
all sides, Missouri is facing the 
future with confidence. 


Montana 
By N. A. TELYEA 


Vice-President for Montana 
Cashier Montana National Bank, Billings 


December 31, 1920, closes a very 
unsatisfactory year for Montana. 
Following the dry season of 1919, 
which resulted in poor crops and a 
scarcity of feed, came a winter of 
unusual length and severity. 

Stockmen have suffered finan- 
cially more than any other class of 
business men. They were forced to 
buy feed at almost prohibitive 
prices and in some instances to sell 
weak animals on low markets. The 
death loss was great and the in- 
crease very small. Reports indicate 
less than 50 per cent. of the usual 
number of live stock now in the 
state. This winter to date has been 
very mild. Such stock as is here is 
in excellent condition and feed is 
plentiful. It will require a few years 
and financial assistance must be had 
to bring this industry, so essential 
to the entire United States, back to 
normal in this its natural country. 

The farmer comes next in line. 
He has operated for several years 
under high costs and following a 
fairly satisfactory year from a pro- 
duction standpoint, he finds low 
markets for his products. He has 
been reluctant to sell, thereby keep- 
ing money out of circulation and 
affecting all lines of business, espe- 
cially that of his creditors. Some are 
very discouraged, but more than 
the majority will attempt to make 
up their losses. One good crop with 
satisfactory prices will do that. For- 
tunately in Montana there is much 
irrigated land which is reasonably 
assured of good production each 
year whether there is sufficient rain- 
fall or not. 


The mining industry has been 


seriously affected by falling prices. 
Normally, copper and silver are 
mined extensively, but at this time 
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several mines are closed, leaving 
some labor without employment. 

Other industries have curtailed 
operations and are employing as 
little labor as it is possible to get 
along with. No labor trouble is re- 
ported. 

Retail business has been quiet, 
but during the past month improve- 
ment was noted. Merchants gener- 
ally have anticipated declining 
prices and arranged their affairs ac- 
cordingly. Few failures in any 
lines have been reported. 

Some oil production has been 
found within the state and much 
more is expected. Great action in 
this industry is expected in the 
spring. 

All these things have had their 
effects upon the banks. They have 
not received deposits or the liquida- 
tion of loans expected and have been 
unable to retire their own borrow- 
ings as anticipated. The Federal 
reserve bank has rightfully insisted 
on reductions which have been dif- 
ficult to meet in some instances. All 
banks have necessarily adopted a 
policy of credit restriction, forcing 
collections wherever possible, and 
of extending loans in only the most 
necessary cases and to the most 
worthy customers. While deposits 
are lower than a year ago, the banks 
as a whole are in good condition. 

Montana is optimistic. She has 
vast and varied resources which will 
win for her against recent reverses. 
And she has determined and trust- 
ing citizens who believe in this land 
of everlasting sunshine. 


Nebraska 


By Georce H. Gutru 


Vice-President for Nebraska 
President Newman Grove State Bank, 
Newman Grove 


Bank reserves are improving, due 
to farmers selling their corn. They 
are receiving forty cents at country 
elevators. Shelling returns are 25 
per cent. less than early estimates. 
Live stock is going to market at a 
loss. Very few land sales have 
been made during the past year. 
Improved farms are holding their 
values well, owing to the demand 
for homes producing income. 
There has been heavy demand dur- 
ing last month for tenant farms, due 
to the many farmers moving to the 
cities and towns during the last 
three years now desiring to return 
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to the land. Farmers are making 
farm loans with eastern life in- 
surance companies to take up paper 
carried by banks. Mercantile stocks 
are running low and merchants are 
buying conservatively. There are 
practically no building operations. 
Many country towns have aban- 
doned contemplated paving and 
other municipal improvements. 
Conservatism is taking the place of 
extravagance and the net result can- 
not help but be favorable. 


Nevada 


By J. E. BEAUPERT 


Vice-President for Nevada 
Cashier Mason Valley Bank, 
Yerington 


In Nevada, as elsewhere in the 
west, prosperity is dependent on 
the primary producers in agricul- 
ture, stock raising and mining. 

Our farmers have had several 
very good years, and while the past 
season’s crops have been produced 
at high costs, a majority are in posi- 
tion to carry same until a fair 
market is available. Along with 
scientific methods and cooperative 
marketing, as advocated by the 
farm bureaus, the farmer is rap- 
idly learning that better business 
management is as necessary to him 
as to the merchant or manufacturer. 
Various new irrigation projects, 
tentative or in course of construc- 
tion, as well as subdivision and 
colonization of some of the larger 
tracts, give promise of greatly in- 
creased acreage. A deterring fac- 
tor is the recent increase in freight 
rates, which has a tendency to re- 
strict our markets and confine our 
crops to more intense products. 

There has been a considerable 
spread between the price of range 
stock and beef cattle, and those 
who were in position to buy stock 
cattle and feed their hay will show 
a profit. The wool industry is 
marking time, and only about one- 
third of last season’s clip has been 
marketed. The ranges are in good 
condition. With feed prices lower, 
dairying is becoming a big indus- 
try, in which the importance of a 
good grade of animal is recognized. 

While the course of the metal 
market has been anything but stim- 
ulating to the mining industry, the 
report of the United States Geo- 
logical Survey shows that the rela- 
tive production of gold, silver and 
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copper in 1920 compares favorably 
with that of other states. Many of 
the larger companies have reduced 
their output and some of the small 
ones have closed down entirely, and 
especially is this true where the 
values lie largely in the gold con- 
tent. With the lowering of produc- 
tion costs, a great revival is looked 
for on the Comstock the coming 
year, where a great amount of ex- 
ploration work has been done. A 
recommendation is now before the 
Interstate Commerce Commission 
in the matter of more equitable 
rates on copper ores to the Mason 
Valley Smelter in Lyon County, 
which, if acted upon favorably, will 
result in the plants being greatly 
enlarged and custom ore handled. 
This will mean new life to the 
mining industry in western Neva- 
da and the opening up of large 
bodies of ore now merely prospects. 

From a combined statement of 
all the banks of Nevada, taken as 
of the November 15 call, which is 
the latest available, the bills payable 
and rediscounts are less than 5 per 
cent. of the combined loans, while 
the showing of 22 per cent. reserve 
is 7 per cent. above legal require- 
ments of state institutions, which 
is excellent considering that our 
chief industries are under pressure 
at the present time. 

The attitude of the Nevada 
banker is similar to that of other 
sections of the country—restrictive 
as to loans for new enterprises or 
capital investment purposes, but 
with the disposition and resources 
to carry customers for their ex- 
penses up to the point where they 
can realize on their next crop. As 
this is the season when we must ex- 
pect decreasing deposits, the ten- 
dency is inclined to be downward 
until May 1, with no corresponding 
contraction of loans, which may 
require the banks to resort to fur- 
ther borrowing, but they can go 
materially further than they have 
without creating a condition that 
should cause anxiety. 


New Jersey 
By H. H. THomas 


Vice-President for New Jersey 
President Savings Investment & Trust 
Company, East Orange 


Manufacturing is picking up in 
this part of the state and there is a 
marked sign of improvement. Of 
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course, in our section the manufac- 
turing is so diversified that while 
some are down others are up, and 
it is therefore rather difficult to 
make any general statement which 
will cover the entire field. It is my 
opinion that the wheel is about at 
the balance, and all that is required 
now is a little push to start things 
going ahead generally. We feel 
that the whole situation is en- 
couraging, and look for still more 
improvement. 


New York 
By B. M: ANnpDERSON, Jr., Ph.D. 


Economist Chase National Bank of 
New York 


New York City is so much the 
financial center of the United States 
and its fortunes are in so large de- 
gree bound up with international 
finance that a discussion of the 
financial year in New York State 
must give chief emphasis to coun- 
try-wide and world-wide conditions. 
The year 1920 saw the end of the 
world-wide boom which followed 
the war. This boom was based on 
the failure of Europe to revive in- 
dustrially and on the readiness of 
Europe to buy on credit from the 
outside world without much refer- 
ence to prices and with little limita- 
tion on quantity. The troubles 
came first in the countries which 
had the soundest monetary systems, 
since in such countries a check on 
credit expansion was imposed 
earlier than in countries where the 
gold standard had been abandoned 
and where it was easy to cover up 
weak spots by further credit expan- 
sion. The first great country to feel 
the reaction was Japan; troubles in 
the United States preceded troubles 
in Great Britain; and reaction in 
Great Britain, where the currency, 
though no longer on a gold basis, 
is still in fairly good shape, ap- 
parently preceded reaction on the 
continent. The early part of 1920 
in the United States witnessed a 
continuation of the process of bank 
expansion, which had characterized 
the latter half of 1919, growing 
largely out of the unfinanced export 
trade which tied up the working 
capital of American manufacturers 
and exporters and led them to have 
recourse to their banks under their 
lines of credit for replenishing their 
working capital. Bank expansion 
was accentuated by the active specu- 
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lation and rising prices which ac- 
companied this process. Money 
rates rose to very high levels, in 
advance of the increase in Federal 
reserve bank rates. 

Credit strain and the various mal- 
adjustments which come toward the 
end of any boom period, and which 
were greatly accentuated in our 
post-war boom, led to difficulties for 
a good many enterprises in the early 
part of 1920. A great increase in 
imports from the non-European 
world, which began in the latter 
part of 1919 and which continued 
through September of 1920, broke 
prices violently in many lines of raw 
materials. Reduced exports of farm 
products, particularly meats, led to 
violent reactions in the prices of 
these articles, and the buying power 
of large elements of the population 
was consequently much reduced. 
This cut under the general fabric of 
prices and the most sudden and 
drastic price decline in our history 
took place. Bradstreet’s Index Num- 
ber shows a decline of about 40 per 
cent. from February 1, 1920; to Jan- 
uary 1, 1921, while other price in- 
dexes show the same general drift, 
though they began to fall two or 
three months later than Bradstreet’s 
and have not yet fallen so far. Ac- 
cording to Bradstreet’s Index Num- 
ber, prices on January 1, 1921, 
were only 37 per cent. above the 
1913 average. Dun’s Index Num- 
ber as of the same date shows them 
64 per cent. above the 1913 average. 
Bradstreet’s peak in February, 1920, 
had been 127 per cent. above the 
1913 average. 

The inherent soundness of our 
credit system and the efficacy of our 
Federal reserve system were put to 
as crucial a test in 1920 as it is pos- 
sible to imagine that they will ever 
have to meet. Our credit system 
has stood the shock, and the danger 
of any general panic is over. The 
careful bookkeeping and dividend 
policies of our important businesses 
had led to the accumulation of large 
reserves in the prosperity that pre- 
ceded the reaction, and these stood 
them in good stead when the trouble 
came. Thanks to the Federal re- 
serve system, bank credit was able 
for the first time in our history to 
expand adequately to meet the 
pressing needs of solvent borrow- 
ers, while the elasticity of our cur- 
rency made it easy to supply banks 
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with all the necessary means of 
meeting the demands of depositors. 
The banking system showed splen- 
did. courage and excellent team 
work. The contrast between condi- 
tions in the United States today 
and those in Cuba or Japan is a 
very striking one. 

In addition to the aid which the 
Federal reserve system gave to the 
general banking system of the 
country, the great banks of the re- 
serve and central reserve cities have 
stood splendidly behind their cor- 
respondent banks. New York 
banks, in particular, have been sub- 
ject to heavy drains from their cor- 
respondents and have made large 
loans to them. 

Industry in many lines in New 
York State has been subjected to 
severe depression. Employment 
declined 20 per cent. from its peak 
in March, 1920, to the end of the 
year. These figures relate chiefly to 
manufacturing enterprises. There 
is little evidence of any decline in 
employment in agriculture in New 
York State. There has been a 
heavy slump in export business, as 
indicated by the difficulty the ships 
have in getting full cargoes by 
unemployment among stevedores 
and others in the harbor, and by the 
reduced volume of banking trans- 
actions connected with the export 
trade. The official figures for ex- 
ports, however, showed no decline 
by the end of December, 1920. 
This apparent discrepancy raises the 
question as to whether the official 
figures give an accurate contempo- 
rary record of events or whether 
they do not, on the whole, give a 
belated picture. 

The automobile and textile indus- 
tries in New York show severe de- 
pression. Industries producing elec- 
trical equipment, locomotives and 
certain other equipment lines have 
held up much better. The heavy 
slump in the export trade in con- 
densed milk led inventory in this 
line to accumulate rapidly and led 
up-state condensed milk factories to 
suspend purchases from the farm- 
ers in certain localities. This is 


partially offset by cooperative ac- 
tivities among the farmers them- 
selves, who have in certain cases 
established their own condensed 
milk factories. 

Toward the end of the year, and 
in the early part of January, 1921, 
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there is some evidence of relaxation 
in banking strain and some signs of 
easier money. The aggregate of 
bank credit, however, has not been 
greatly contracted. 

In November, 1919, the stock 
market began to forecast impending 
difficulties, and the whole of 1920 
witnessed declining values of se- 
curities—a movement which at 
times was very violent and which 
reached its climax in December of 
1920. All classes of securities were 
affected, though common stocks of 
industrial corporations naturally 
suffered most. The first part of 
1921 has seen substantial recovery 
in the bond list and a tentative up- 
ward move in common industrial 
stocks, the latter, however, being 
followed by reaction. 

Foreign exchange rates fluctu- 
ated violently during 1920. Sterling 
saw its lowest point; $3.18, in Feb- 
ruary of 1920 in a foreign exchange 
panic. In the summer of 1920 
sterling made an astonishing recov- 
ery to $4.06, only to decline again 
to $3.33 late in the year. It rallied 
from this level before the year was 
over. Francs, lire and other Con- 
tinental exchanges fell violently and 
reached their low levels for the year 
toward the end of 1920. The ex- 
change markets are subject to many 
speculative influences, and short- 
run movements have very little 
meaning. The dominating factors 
covering the longer movements in 
exchange during 1920 have been 
(a) the steady increase in the float- 
ing debt of Europe to private cred- 
itors in the United States, which 
approximated four billion dollars by 
the end of the year; (b) the failure 
of the Continental belligerents to 
improve their governmental finances 
or their currency systems; and (c) 
the disappointingly slow progress in 
industrial revival on the continent 
of Europe. 

The year 1920 is significant as 
having reversed the unsound ten- 
clencies in operation in 1919 and as 
having brought about a reaction to 
safer prices and a more cautious 
business attitude. The danger of a 
violent break is now removed. 
American business faces many un- 
certainties in 1921, the greatest of 
which is to be found in the foreign 
situation. But the inherent sound- 
ness of our system has been demon- 
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strated, and our ability to solve our 
problems may safely be assumed. 


North Carolina 
By W. B. Drakg, Jr. 


Vice-President for North Carolina 
President Merchants National Bank, 
Raleigh 


A reduction is apparent in total 
resources and loaning ability of the 
banks of North Carolina at this time 
compared to the same time one year 
ago. State banks at the November 
15 call showed a net loss of: ap- 
proximately $25,000,000 in deposits 
compared with the same date one 
year ago. Loaning ability has been 
considerably restricted, particularly 
in the central and eastern sections 
where agriculture predominates. 
Any extension of credit for new 
business at this time is done cau- 
tiously and only in relatively small 
amounts, the general tendency be- 
ing to restrict and curtail loans 
wherever possible. 

In the textile, lumber and furni- 
ture industries operations have been 
extensively curtailed, the lumber in- 
dustry having been practically at a 
standstill for the past eight months, 
first due to transportation conges- 
tion and later to the falling off in 
demand and price. Furniture man- 
ufacturing has likewise suffered in 
the general slump. 

Last season’s crops were the 
greatest on record, enabling North 
Carolina, even at the low prices for 
agricultural products, to maintain 
her position as fourth state in the 
Union in value of farm crops. 

Wide-spread demands for curtail- 
ment of next year’s crops are prev- 
alent; what effect these demands, 
resulting in some instances in or- 
ganized efforts for radical reduc- 
tions in acreage, will have is 
problematical. However, the low 
prices for this year’s crops, par- 
ticularly cotton and tobacco, will 
tend to a reduction in all crops and 
lessened production next season 
may be looked for. Farmers have 
_ been able to pay last season’s 
ills. 

Retail merchants have suffered 
considerably, due to heavy stocks 
bought at the higher levels of prices 
and the public’s holding off from 
buying until convinced no more re- 
ductions may be expected. 

Generally speaking, there has 
been no wide-spread unemployment 
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in this state. However, unemploy- 
ment has existed for some time and 
continues to exist, particularly in 
lumber and furniture manufacturing 
and in the building trades. There is 
less unemployment in the textile in- 
dustry in this state than in a num- 
ber of other states where the textile 
industry is also of large proportions. 

With the passing of the holidays 
the public has seemed to adopt a 
more optimistic attitude and should 
cotton and tobacco prices become 
firm at reasonably higher levels, 
steady improvement in conditions in 
this state may be expected. 


North Dakota 


By Frank R. Scott 


Vice-President for North Dakota 
Cashier Merchants National Bank, 
Fargo 


The conditions in North Dakota, 
at this time, are somewhat unusual, 
due to a combination of causes, 
both economical and political. A 
light crop in this state in 1920, to- 
gether with the failure of the 
farmers to market their grain, 
naturally has retarded liquidation 
to a considerable extent, resulting 
in the closing of a number of banks. 
The majority of the banks, how- 
ever, are only temporarily embar- 
rassed and are regarded as sound 
and likely to be reopened when 
grain is put on the market. This 
has caused considerable restriction 
of credit, and the fact that money 
is not coming into the state from 
farm products is decreasing our 
available banking resources and 
loaning ability. 

North Dakota, however, is basic- 
ally sound and the opportunity for 
securing real estate loans at an at- 
tractive rate of interest, with secur- 
ity beyond question, has never been 
better in this state than at the 
present time, as very attractive 
rates can be secured. 

The people in this state are tired 
of the socialistic legislation enacted 
during the past four years and po- 
litical power is slowly but surely 
slipping from the hands of those 
who have recently controlled its 
political and economic destiny. No 
further radical legislation can be 
looked for in this state and it is 
possible that the Bank of North 
Dakota will either liquidate or re- 
strict its operations very materially, 
because its organization and pur- 
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pose are contrary to good banking 
practices. 

North Dakota should be due for 
a large crop in 1921, and especially 
those parts of North Dakota that 
for four years have had a failure 
or a very light crop, because they 
are just four years nearer the 
bumper crop that will put them on 
their feet. 


‘Ohio 
By W. L. Lams 


Vice-President for Ohio 
Cashier National Bank of Commerce, 
Toledo 


Money conditions in Ohio con- 
tinue to be close. Country banks 
report that farmers are refusing to 
sell their crops and are not liqui- 
dating their obligations. In many 
localities farmers are asking for ad- 
ditional accommodations to carry 
these crops. City banks have been 
obliged to extend larger amounts 
of credit to the country banks at 
this time than at any other time in 
the last three years. Manufacturers 
are operating at about 40 per cent. 
of their capacity. Merchants report 
that sales and collections are slow. 
Jobbers report a considerable re- 
duction in the quantity of orders 
usual at this time of the year. In- 
terest rates average 7 per cent. 
Manufacturers generally are opti- 
mistic regarding the future. 


Oklahoma 


By Frank W. Bryant 


Vice-President for Oklahoma 
Vice-President Central National Bank, 
Tulsa 


Economic conditions in the state 
of Oklahoma compare favorably 
with those of the country at large. 
The business interests and the banks 
as well realize the necessity of re- 
turning to normal and are prepar- 
ing for it. 

The deposits of the state during 
the year 1920 made a gain of sev- 
enty million dollars, and now total 
in excess of four hundred million 
dollars. The demand for credit has 
been unprecedented and has no 
doubt reached its maximum. 

Oklahoma’s crop production for 
1920 was 39 per cent. above the 
state’s average production. 

Retail business reports show sat- 
isfactory gross sales which compare 
favorably with former years. 

The labor situation is gradually 
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improving. Labor is producing 
more and demanding less. 

The oil industry, in which the 
country at large is greatly inter- 
ested, has had one of the best years 
in its history. Approximately one 
hundred and seven million barrels 
of crude oil were produced during 
the year 1920, and sold at a maxi- 
mum price. Much has been said re- 
cently about an overproduction and 
a reduction in price. The best au- 
thorities on this subject agree that 
the present demand for crude oil 
and its products is so great that a 
material depression in the oil busi- 
ness is unlikely. 

While business interests and the 
banks have some house-cleaning to 
do, it is being done cheerfully, and 
every effort is being made to bring 
this section of the country back to 
normal at an early date. We hope 
soon to hang out the sign, “Busi- 
ness as Usual.” 


Oregon 


By R. A. Warp 


Vice-President First National Bank of 
Bend, Bend 


Business and financial conditions 
in the northwest are recovering in 
good shape from the recent finan- 
cial stringency, and almost everyone 
views the future with optimism. 
There is, of course, a big demand 
for money and banks have not 
slackened their policy of curtailing 
loans to absolutely essential indus- 
tries. The situation, however, is 
somewhat easier than it was a 
month ago. Deposits in the Port- 
land banks on November 15 were 
$148,090,330.01.. This is an in- 
crease of $3,484,000 over the de- 
posits of November 17, 1919. 
Loans and discounts amounted to 
$108,261,172.87, which is an in- 
crease of $5,012,632.71 over 1919. 
Cash and exchange amounted to 
$39,193,521.23, which is an increase 
of $1,105,660.58 over November 17, 
1919. Reserves in the Portland 
banks average 26.1. The same con- 
ditions very generally prevail 
throughout the state. 

In the districts where the princi- 
pal industries are wool growing and 
beef cattle raising, the strain on the 
local banks has been tremendous. 
It has been necessary, in some in- 
stances, for local banks and cattle 
loan companies to foreclose on 
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cattle and sheep loans. Most of 
these producers have loans on their 
cattle which approach very nearly, 
if they do not exceed, the market 
value of the animals. This is due 
to the break in the live-stock mar- 
kets and the enforced liquidation, 
which has resulted in the shipment 
of cattle and sheep to the large 
packing centers by the thousands. 

In the coast country of Oregon 
the dairy industry has been flourish- 
ing, and as this has experienced no 
such severe setback as occurred in 
the wheat and live-stock sections, 
the banks have done very well and 
have even increased in deposits dur- 
ing the present period. 

In the wheat districts a number 
of large banks have ceased loaning 
on warehouse receipts. Men with 
10,000 to 15,000 bushels of wheat 
have been unable to increase their 
line of credit on warehouse receipts 
since the price of wheat fell. A re- 
cent strengthening in the wheat 
market is eliminating this condition. 

In the fruit districts around 
Hood River and Medford the situ- 
ation is not bad, because while they 
must accept less for their fruit, it is 
at least a satisfactory turn-over. 
Those sections where diversified 
production exists are in the best 
condition. Quite a number of the 
banks in those sections are in the 
market for commercial paper. In 
fact, their demand for this causes 
some surprise to Portland bankers. 

The lumber mills in the various 
lumber towns are gradually resum- 
ing operation after a seasonal shut- 
down, so business in those sections 
also is picking up. In most in- 
stances operations are being re- 
sumed on a lower wage scale. 

Very little farm products pro- 
duced in the state, with the excep- 
tion of dairy products, have been 
sold. Hay, grain and wool is stored 
in large quantities, and until this is 
sold and new funds brought to the 
local districts the situation cannot 
be expected to become much easier. 

Savings deposits are increasing ; 
no exact statistics on savings de- 
posits are available at the present 
time, but they are making a sub- 
stantial gain. 

During late fall and winter most 
banks have found it necessary to 
exercise their rediscounting privi- 
lege. 
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Pennsylvania 
By B. M. Martin 


Vice-President for Pennsylvania 
Secretary and Treasurer Union Banking 
& Trust Co., DuBois 


Financial conditions in Pennsyl- 
vania have slowly but steadily im- 
proved ever since the middle of 
October. Even when general con- 
ditions were at their worst, Penn- 
sylvania was a support to the 
country as a whole rather than a 
burden in the sense that at one time 
the Philadelphia Federal Reserve 
Bank was carrying rediscounts of 
more than $32,000,000 for other 
Federal reserve banks. This state, 
while not a large producer of agri- 
cultural .products, furnished a 
substantial amount of capital for 
crop-moving purposes and suffered 
from the tightness of money. Bank 
reserves here, however, have im- 
proved more since the middle of 
October than in many other sections 
and a feeling of confidence among 
bankers is growing. 

Loans have been sifted and some- 
what reduced, and this has been ac- 
complished without an equivalent 
drawing down of deposits. The 
loaning ability of our banks is not 
yet large, but it is generally in- 
creasing from week to week, and we 
are slowly getting into a position to 
extend credits enough to meet 
pretty nearly all the needs of com- 
mercial borrowers who are properly 
entitled to credit. 

Unemployment in this state is still 
on the increase, and therefore the 
tendency of labor troubles is to 
diminish. Our great coal mining 
industries are operating pretty close 
to full capacity; but our manufac- 
turing and distributing industries 
are not employing their full quotas 
of men. Many factories are work- 
ing on reduced time, and not a few 
are closed. The shoe, leather and 
textile trades are depressed, and 
collections are slow. 

As to crops, they were fully up to 
average during 1920. A slight de- 
crease from 1919 was shown by 
corn, but moderate increases were 
shown by potatoes and tobacco, and 
our apple crop displayed an im- 
mense gain. These are not large 
factors, however, in the prosperity 
of this state. 

Our great steel and iron indus- 
tries are now depressed by lack of 
new orders and by the downward 


|| Fe 
Pp 
Ta 
m 
a 
fe 
al 
tl 
0 
SE 
e 
fe 
0 
{c 
V 
a 
\ 
t 
l 
( 
( 


1 


February, 1921 


tendency of prices; but some im- 
provement is looked for when the 
railroads get to placing large orders 
for rails and equipment. Bitu- 
minous coal, of which this state is 
a great producer, is beginning to 
feel the curtailing influence of 
manufacturing inactivity, and has 
already felt the adverse effects of 
the slump in coal prices since mid- 
summer. The anthracite business, 
on the contrary, is prosperous, and 
seems likely to remain so. 

Retail trade here is poor and not 
especially promising for the next 
few months. It awaits a revival in 
our manufacturing industries, 
which are the source of the pur- 
chasing power of our people. The 
general feeling in this district is that 
with our banking and industrial ma- 
chinery unbroken, we shall be in a 
position after a few months of re- 
adjustment to go ahead again. 


Rhode Island 


By Grorce W. GARDINER 


Vice-President for Rhode Island 
Vice-President Union Trust Company, 
Providence 


The first phase of the economic 
“slide” in Rhode Island took place 
last May, when the Japanese silk 
market reflected its tumble in the 
silk manufacturing industry here; 
soon after, and almost overnight, 
the woolen industry took a down- 
ward turn, and by the middle of 
July the operations in these two 
lines were very greatly curtailed. 

Notwithstanding the thousands 
of workers affected, unemployment 
did not appear grievous, as the 
other and varied industries of the 
state took up the slack readily. By 
September, however, the cotton in- 
dustry showed signs of easing off 
from its high speed of the past two 
years, as orders began to take on a 
low visibility. In October the ef- 
fect of the combined textile slow-up 
had reached through to the machin- 
ery and metal-working trades and 
into various other lines; so that by 
November the slowing up was ef- 
fective enough to have an influence 
on the mercantile trade. 

About this time street car con- 
versation began to mobilize on the 
tendency of the business times, and 
wherever two or three were gath- 
ered together the topic of talk was 
the “present” of business. Hori- 
zons to a large extent disappeared ; 
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we had gotten into the dumps, but 
had slid down so easily that we 
hardly felt a jar. As wise old Vir- 
gil said, “Facilis descensus averni.” 

The Rhode Island situation today 
is largely one of hibernating and 
living off of the fat that has been 
taken on by the industrial and busi- 
ness body during the past two or 
three years. 

Money seems to be somewhat 
easier, but the people who get it 
do not seem to be so easy. The tex- 
tile situation is decidedly better; a 


large number of mills, both cotton 


and woolen, starting on increased 
or full time this week. Sentiment 
seems to have changed decidedly 
and talk is optimistic. Horizons are 
beginning to appear again and folks 
are seeing sunrises instead of sun- 
sets. The buyer is abroad in the 
land, and Mr. Burleson is also 
bringing some orders. 

There has not been much call for 
financial arnica or pecuniary band- 
ages, and distress among the un- 
employed has not been especially 
noticeable. 

Savings bank deposits show big 
increases and life insurance compa- 
nies report “biggest ever” figures 
for the year. 

Retail trade reports that bargains 
in staples are quickly bought up, 
showing discreet but large buying 
power. 

The general opinion seems to be 
that things are moving forward— 
slowly but sanely. Nature has 
given its course in economics to a 
big class and, in company with the 
rest of the country, we have learned 
much in a short time. We are 
wiser, and as wisdom lingers we 
shall be content with less profits. 

We shall be happier as we get up 
by the alarm clock, walk to work 
instead of limousining, and punch 
the time clock again. It’s hard to 
think of it, but we must all go to 
work. 

Once more old Virgil comes to 
mind: “Sed regressus, hoc opus 
est, hic labor.” 


South Carolina 
By J. I. Hazarp 


Vice-President for South Carolina 
Vice-President and Cashier Bank of 
Georgetown, Georgetown 


The year 1920 was a very trying 
one for all lines of business in South 
Carolina, especially for farming. 


535 


With the high prices received for 
the preceding year’s crops as the 
first incentive, and urged by the au- 
thorities to produce more, the farm- 
ers were encouraged to plant to the 
last acre, especially in cotton and 
tobacco, with the result that an al- 
most record crop was harvested, and 
at the highest cost ever. 

The prices received for tobacco 
were about 50 per cent. less than 
last year, while for the cotton thus 
far sold only about 35 per cent., 
with the result that most of the 
crop is being held in storage for 
higher prices. c 

The prospects for the next crop 
are not encouraging, as great agita- 
tion for a 50 per cent. reduction in 
acreage to cotton will most prob- 
ably be adopted, which will result in 
a possible yield of about 500,000 to 
600,000 bales for South Carolina. 
The crops in feed and forage most 
likely will be greatly increased. 

The cotton mills, which have en- 
joyed a most prosperous business 
during the past three years, have 
been obliged to curtail production 
owing to lack of orders. To bring 
the cost of their output down to the 
lower level, they have reduced 
wages 20 per cent. to 30 per cent., 
with entire shut-down in many mills. 

A number of the lumber plants 
have closed entirely, while others 
have curtailed production 50 per 
cent. or more, in most cases, as a 
result of the depression in the build- 
ing trades. 

There is some inquiry starting for 
quotations for early spring ship- 
ments, however, which is encourag- 
ing. 

The retail business has been fairly 
good throughout the state during 
the fall and through the holidays, 
though probably 50 per cent. off 
from previous seasons. Special sales 
at reduced prices from one-third to 
one-half are the features of the 
after-holiday trade in most lines. 

Labor is plentiful at the end of 
the year, at greatly reduced wages, 
and the number of unemployed in- 
creases weekly. 

The banks of the state have been 
taxed heavily during the year to fur- 
nish money for raising crops, and 
with the bulk of the cotton being 
held, collections have been slow in 
consequence. Owing to these con- 
ditions, their loaning ability has 
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been reached, and demands for new 
business are necessarily refused. 

Until the cotton is disposed of, 
and costs of production paid up, the 
stringency will continue. 

The attitude of the banks towards 
credit is entirely one of restriction, 
which is in line with the general 
trend of deflation to a normal basis 
of living and doing business. 

The general outlook seems more 
reassuring at the beginning of 1921 
than was apparent two months ago. 


South Dakota 


By H. L. Merrick 


Vice-President for South Dakota 
Cashier First National Bank, Salem 


The matter of general conditions 
in South Dakota for the past six 
months have been watched with a 
great deal more interest than at any 
time in the past, due to the fact that 
the great reduction in prices led 
everyone to feel that should grain 
and stock prices remain at their low 
level there would not be enough 
money to pay out if crops were en- 
tirely liquidated. 

This would force hundreds of 
farmers of South Dakota into bank- 
ruptcy, which is not a healthy con- 
dition for any state or nation. 

However, I cannot help thinking 
that we have reached the bottom 
and that from now on, with the 
general feeling that immediate ac- 
tion is necessary to save our farm- 
ers and the farming industry, prices 
will begin to come back, and this is 
as it should be, as the farmer is en- 
titled to know what he is to get for 
his finished product. 

The farmer is nothing more or 
less than a manufacturer. No other 
manufacturer will first make his 
product and then go into the market 
to see what he can get for it. No, 
he figures his product on a cost 
basis, then adds his profits, this 
gives you the wholesale price, the 
commodity is then sold to the job- 
ber, who adds his profit, then the 
retailer (who should be entitled to 
a profit, although just now he is not 
getting it on many articles), then to 
the farmer. But all the time the 
producer has had his profit; then 
why should not the farmer figure 
his farm produce on a cost basis 
and add his profit? I do not say 


that the men who make an article 
nor those who handle it should not 
receive their profit; this is as it 


should be, but I cannot see any way 
to bring about a stabilized price that 
will be a healthy one except through 
a tariff which will enable us to mar- 
ket our product without competing 
with the world. 


The crops throughout the state 
generally were good, the only un- 
favorable condition being the ex- 
cessive rains during the spring 
months and a slight need of mois- 
ture during the early harvest sea- 
son. Notwithstanding this fact 
there is a good average crop and 
the fall weather has been favorable 
for the farmer to get his work ready 
for winter and the ground is in 
good shape for the new crop of 
1921. 

The conditions of the retail busi- 
ness are, I presume, very much like 
other states in that the merchant is 
passing through a period of re- 
duced prices and will sustain con- 
siderable loss in some lines, but I 
believe that at least a part if not all 
of these losses were taken care of 
during the good prices and good 
business that has existed during the 
past three years. However, the re- 
tailer has been compelled to stand 
more than his share of the reduc- 
tion in prices and from what I can 
learn the jobber for some time past 
has protected himself in buying on 
the strength of signed orders. 

Another thing that the business 
men in general have been up against 
as well as the bankers of the country 
is the wave of writing checks with- 
out funds, and in many cases with 
the knowledge that there were no 
funds. The merchant has hesitated 
to prosecute and the bankers have 
not done so, but something should 
be done to stop this evil, which is 
sweeping the country. 

The labor condition is practically 
unchanged and the farmer has been 
compelled to pay as high as twelve 
cents per bushel to get his corn 
husked with the prevailing price at 
ten cents, this in addition to the cost 
of shelling and threshing and haul- 
ing to market. The low price has 
left neither a profit for the farmer 
nor much of a desire to go into the 
fields next spring and replant the 
same acreage as this year. In spite 
of these conditions the farmers are 
being asked not to reduce produc- 
tion. 

The industries of this state are 
made up. as follows: Farming 


comes first, then dairying. There 
are a number of factories, but these 
are not extensive. Then we have the 
gold-mining industry, which is the 
largest in the United States, I be- 
lieve. There are also some packing 
plants and a number of large cream- 
eries. 

In conclusion, let us be glad that 
we do not have a political condition 
such as that of many foreign coun- 
tries. With a return of conditions 
to pre-war times, coupled with a 
campaign of education to get the 
American people back to a saving 
basis, we will have a happy and con- 
tented nation and a nation of happy 
homes, which we need to keep the 
United States the best nation on 
earth and South Dakota the best 
state in the country. 

Let’s all pull together. 


Tennessee 
By E. A. LinpsEy 


Vice-President for Tennessee 
President Tennessee-Hermitage Na- 
tional Bank, Nashville 

While in the East there is a 
prospective tendency to easier rates 
and a lessening of demand, the 
bankers in our section have not ex- 
perienced it as yet. The loans in 
the Nashville branch of the Federal 
reserve bank have increased con- 
siderably since January and there 
has been no disposition noted on the 
part of country bankers to liquidate 
in any direction. Jobbing business 
is stagnant and retail business con- 
siderably off in volume. 

While the cotton situation does 
Lot directly affect the bankers in 
Nashville territory, it seriously af- 
fects the jobbing business here sell- 
ing in cotton territory. The tobacco 
situation is likewise a troublesome 
one. Notwithstanding the unfavor- 
able factors referred to, there has 
been no failure of any bank in Ten- 
nessee over a period of two years 
and the bankers generally look to 
the future with confidence. The or- 
ganization of the two export cor- 
porations seems to offer a hopeful 
prospect of assisting us with the 
foreign market for our products if 
a tariff wall is not built up in such 
a fashion as to hamper us. 
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Texas 


By Denton W. CooLey 


Vice-President for Texas 
Vice-President Union, National Bank, 
Houston 


The conservative tendency is par- 
ticularly marked here. There will 
be a heavy carry-over by member 
and Federal reserve banks. Com- 
modities are moving only to a slight 
extent, not sufficiently to bring 
easement of credit conditions. 
There is no pronounced disposition 
on the part of the banks, though 
they have approached rediscount 
limits, to force the products of 
farmers on to the present unsatis- 
factory market. Merchants with 
few exceptions have written down 
inventories and the business situa- 
tion indicates a healthy approach 
toward normality. Buying, while 
conservative and intelligent, has 
continued as the result of attractive 
price reductions. Unemployment 
has not been a pronounced feature 
of the readjustment problem. This 
is largely attributable to the absorp- 
tion of labor by the oil fields. The 
movement of incoming goods shows 
a marked decrease. Texas banks 
generally have performed full duty 
in making and carrying an unprec- 
edented crop. The new yield will 
depend on ability to realize on the 
last harvest. 


Utah 


By H. E. Hatcu 


Vice-President for Utah 
President Thatcher Bros. Banking Co., 
Logan 


The past year was one of extreme 
trial for banks. All banks borrowed 
from Federal reserve and corre- 
spondents almost to their limit. In 
the northern part of the state these 
have been paid down to quite rea- 
sonable amounts. 

In sugar beet sections in this state 
the banks have been able to liqui- 
date for practically all rediscounts 
and bills payable. Last season’s 
crop showed great promise up to 
October 1, but heavy rains and 
snow came and it was with extreme 
difficulty that farmers were able to 
harvest their crops. There was not 
much wheat cut in some parts be- 
cause of snow. Refusal of farmers 
to cooperate in the handling “of 
crops resulted in much loss, as out- 
side labor could not he secured. 
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Wages ran to an alarming height. 
In many parts it cost one-third of 
the price paid for beets to harvest 
them. 

The wheat crop was very light, 
probably not more than 60 per cent. 
normal. Farmers were anxious to 
sell, but could not move it to ship- 
ping points due to extreme weather 
conditions and scarcity of labor. 
This resulted in losses which are 
hard to estimate. In the early part 
of the season good prices were of- 
fered for wheat, but at the close of 
the year wheat had dropped 85 
cents a bushel. Authorities lay 
much of the trouble in the west to 
the increase in railroad freight 
rates. 

The future is about what we 
make it. We are extremists. Last 
year we sold our bonds at ruinously 
low prices and built roads at double 
the normal cost, but now a wave of 
retrenchment has struck us and the 
probabilities are we will cut down 
road building to a low point. This 
will be hard on labor and indirectly 
on all business. 

The weather last fall permitted 
the planting of quite an area of 
wheat and if the snow remains 
there should be a good yield of win- 
ter grain. 

The scarcity of hay a year ago 
caused the reduction of dairy prod- 
ucts, but since the 1920 crop was 
nearly normal farmers are begin- 
ning to stock up on dairy cows. , 

Stockmen also are beginning to 
buy cattle to stock up their herds 
while prices are down, believing the 
low level has been reached. 

In parts of the state where mining 
has been heavy in the past, business 
has slowed down on account of the 
reduced tonnage. Much of this, I 
am told, is caused through freight 
rates. 


Virginia 
By R. G. VANCE 


Vice-President for Virginia 
Cashier First National Bank, 
Waynesboro 


Virginia, being primarily an agri- 
cultural state, is feeling the full 
force of the general depression in 
agricultural products. In those sec- 
tions where diversified farming is 
practiced there is little, if any, dis- 
tress even though some losses are 
sustained. Stall-fed cattle are be- 
ginning to move, but most of them 
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are selling at or below cost. Much 
grain and fruit is being held in the 
hope of an advance in prices suf- 
ficient to bring returns equal to the 
cost of production. 

In the tobacco sections there is 
much dejection and the loss to 
growers is very heavy. 

Many. of our factories are closed, 
while others are running on short 
time with reduced forces, and the 
ranks of the unemployed are con- 
stantly swelling. 

The shortage of farm labor is still 
our greatest menace. There seems 
little or no inclination on the part 
of men who left the farms to return 
to them, while others with no ex- 
perience in farmwork will not even 
consider it. This condition has 
necessitated curtailment of plant- 
ing to what the farmers and their 
families, without the aid of hired 
help, can cultivate and harvest. 
Near-future food supplies will be 
greatly affected. 

The general impression seems to 
be that these conditions are only 
temporary and that matters will 
soon adjust themselves. 


Washington 


By S. M. Jackson 


Vice-President for Washington 
President National Bank of Tacoma, 
Tacoma 


The banks of Washington, like 
those in all other parts of the coun- 
try, have suffered a shrinkage in 
deposits during the transition of 
business toward normal. Many 
shipyards heretofore financed by the 
government were compelled to close 
when Federal patronage was with- 
drawn and a large number of men 
found it necessary to seek other 
employment. This had its effect 
upon trade, and sales necessarily 
showed a decrease over correspond- 
ing periods of the year before. The 
banks, however, have not curtailed 
credits to the extent of interfering 
with the essential requirements, but 
have rediscounted freely with the 
Federal reserve bank. Loans show 
a considerable increase in volume 
and collections have been fairly 
good. The grain crop in this state 
for 1920 was generally good except 
in the vicinity of the Columbia 
River, where the rainfall was very 
light. Grain is moving to market 
and in three seaboard cities of the 
Pacific northwest, Portland, Taco- 
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ma and Seattle, receipts of wheat 
for the season to December 1 were 
about 20 per cent. greater than dur- 
ing the same period in 1919. Mill- 
ers report their holdings of wheat 
to be considerably less than at this 
time last year, and the heavier re- 
ceipts of this year have gone chiefly 
into the export trade. Other agri- 
cultural products yielded well and 
prices have been good. The out- 
look for a heavy grain crop in 1921 
is excellent. The rainfall since Sep- 
.tember 1 has been steady and as 
the ground has not been frozen the 
moisture has been absorbed. 

The manufacture of lumber and 
its product is one of the principal 
industries of the western part of the 
state, and those engaged in the 
business feel that they have been 
unfairly discriminated against in 
the recently established railroad 
rates, which give the eastern white 
pine districts a distinct advantage. 
There has been a_ considerable 
shrinkage in prices and a number 
of the mills have closed for the 
yearly overhauling of machinery. 
This seasonable curtailment of op- 
erations is in part responsible for a 
diminished production, although 
the combined production of all mills 
is still in excess of their shipments. 
Some coastwise and trans-Pacific 
shipments are being made, but the 
general turnover at this writing is 
light. 

The fruit crop, although not as 
large as in 1919, was very good, 
but high railroad rates and conse- 
quent low net returns gave some 
growers an excuse to use cold- 
storage facilities freely. 

There have been no labor trou- 
bles in the state for some time and 
as commodity prices are reduced the 
working men show a disposition to 
do their part in an effort to get back 
to normal. This is particularly no- 
ticeable in the greater degree of 
efficiency shown. 


West Virginia 


By Oscar C. WILT 


Vice-President for West Virginia 
Cashier Empire National Bank, 
Clarksburg 


The banks in this state had a 
prosperous year and report marked 
increases in resources over 1919. 
After taking care of the local de- 
mand for loans they had available a 
considerable volume of funds for 


outside investment. The attitude 
toward credit has been liberal, but 
there is an inclination to discourage 
extension. 

The basic industries of the state, 
on the whole, had a prosperous 
year ; coal producers, however, were 
somewhat handicapped by an inade- 
quate supply of cars for making 
shipments. The oil and gas indus- 
try was about normal, no new pools 
of note having been opened up. 
The glass manufacturing industry 
prospered, and there was some ex- 
pansion, but in the last months of 
1920 a shortage in orders was ex- 
perienced, so that considerable 
stocks .of manufactured product 
were carried in warehouses at the 
close of the year. 

The labor situation has been sat- 
isfactory, except in one coal region 
in the southern part of the state, in 
which strikes were prevalent. 

Stockmen experienced a rather 
bad year because of reduced prices 
of live stock. 

The retail situation remained 
good throughout the year, there 
having been in the last few months 
a general disposition toward mod- 
erate price reductions. Merchants 
generally report a larger volume of 
sales than in corresponding months 
of the previous year. 


Wisconsin 


By Joun.H. PuELIcHER 


Seéond Vice-President American Bank- 
ers Association 
President Marshall & Ilsley Bank, 
Milwaukee 


Wisconsin, because of the divers- 
ity of her industries and farming 
activities, and after taking into due 
consideration the trials which 
naturally accompany a period of re- 
adjustment, is in an exceptionally 
favorable position. 

The farmers, in addition to mak- 
ing Wisconsin one of the leading 
dairy states, have given a consider- 
able portion of their time to the 
cultivation of canning products. 
The growing of sugar beets also 
prevails in this state, and the season 
crop farming in general is of a 
diversified nature. It can be seen 
readily that these products are of a 
quickly convertible nature, the dairy 
produce being settled for weekly. 
So much for the farming industry 
in Wisconsin. 


Manufacturing is also varied. 


Comparatively few of the non- 
essential articles are made. In 
Milwaukee, the metropolis of Wis- 
consin, we find the manufacture of 
leather, shoes, hosiery, machinery 
and metal goods to constitute the 
major portion of activity. And 
what is true of Milwaukee is equally 
true of the other cities in the state, 
namely, the manufacture of prod- 
ucts which are necessities of life, 
which can be readily sold, and for 
which there is a market even in 
periods of business depression. The 
generally liquid nature of the state’s 
assets, as outlined above, has made 
the economic situation in Wiscon- 
sin less trying than it might other- 
wise have been. 

Banks have taken their share of 
the responsibility in caring for their 
customers. Financial institutions 
are in good condition, as evidenced 
by the reports giving the total dis- 
counts with the Federal reserve 
bank. 

The character of the people adds 
considerably to the stability ot pres- 
ent conditions. By tar the larger 
number of the inhabitants of Wis- 
consin came originally from the 
northern European countries, where 
nature required hard work and 
thrift. These virtues are predomi- 
nant in the people today, and con- 
tribute in no small measure towards 
easing the rather trying period of 
reconstruction. 

Confidence in the resourcefulness 
of the people in general, added toa 
knowledge of the natural resources 
which are America’s, should make 
us feel that we have before us an 
exceedingly bright future. If 
America will face the economic con- 
ditions now confronting her with 
the same broad spirit with which 
she faced the tribulations of war, 
she has little to fear. And America 
will go onward and upward in the 
path of the great achievements and 
glories which are already so right- 
fully hers! 


Wyoming 


By ArtHur K. LEE 
Vice-Fresident for Wyoming 
President National Bank of Commerce, 
Casper 
consist 


Wyoming’s resources 


chiefly of oil production, live-stock’ 


raising and agriculture. 
eral 


The gen- 
financial conditions of the 


country have affected the oil busi- 
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ness to a slight extent only. There 
is a certain amount of restriction 
in so-called “wildcatting’ opera- 
tion, but development continues 
upon proven acreage. The Stand- 
ard of Indiana has recently an- 
nounced a large new building 
program. 

In common with other sections, 
the live-stock producers and agri- 
culturalists are suffering to a cer- 
tain extent. They have, of course, 
met a severe reversal in prices, and 
as a very large number of them were 
borrowing a limited percentage of 
the worth of their required assets, 
the reduction in price, averaging 50 
per cent., has placed many of them 
in a financial position from which, 
unless prices are increased, it may 
take them several years to recover. 

The banks of the state are run- 
ning with a fair reserve for the 
most part, and are in a position to 
take care of the necessities of their 
customers. 


Cuba 


By JAmMEs H. Epwarps 


Cuban Representative of the Irving 
National Bank of New York 


To a certain extent confidence 
has been restored in Cuba and the 
new sugar crop is beginning to 
move. Unusual rains late in No- 
vember held up the grinding season 
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some twenty or thirty days, but the 
grinding is now under way and will 
continue until June or July. In the 
meantime the circulation of money 
will increase as wages are paid to 
labor and money is received for 
sugar shipments. This will tend to 
liquidate banking and business ac- 
counts and gradually to restore nor- 
mal conditions among business 
houses and between them and the 
banks. 

Up to the end of the year, be- 
cause of political reasons, it was 
impossible to get the Cuban Con- 
gress together with a quorum to en- 
act needed legislation. Several 
measures were proposed. One was 
to float a $100,000,000 loan secured 
by government bonds, to create a 
fund to be loaned through the banks 
to sugar growers, tobacco planters, 
etc. Others included adequate bank- 
ing laws, the establishment of a 
clearing house and some provision 
for a national currency. Since the 
arrival of General Crowder on Jan- 
uary 6, to confer with President 
Menocal, a measure has passed the 
Cuban Senate providing for the 
final extension of the moratorium 
in a modified form, to expire, as re- 
gards commercial accounts, April 
30, and with regard to the with- 
drawal of bank deposits, June 10. 
This measure is now before the 
Cuban House. 
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Since December energetic mea- 
sures have been taken to clear up 
the port congestion at Havana, and 
a notable improvement is apparent. 
Ships are discharging “their car- 
goes. Cuban merchants are plac- 
ing orders only for such goods as 
they must have, and thus are re- 
ducing stocks on hand. Manufac- 
turers and exporters in the United 
States may expect healthy orders 
again from Cuba in the not distant 
future. 

A great majority of the people 
in Cuba have learned a lesson. One 
result of the moratorium will be to 
clear the atmosphere as to the 
standing of Cuban firms. Mer- 
chants who took unfair advantage 
of the moratorium will be known 
and their credit rating affected ac- 
cordingly. There were relatively 
few who did this. The morale of 
Cuban business houses generally is 
high. Any number of firms re- 
ceived duplicate, and even tripli- 
cate, shipments of goods after the 
break in prices. Yet, as a rule, 
they have not cancelled orders. In 
many instances they have paid 
drafts drawn on them even when 
they have not been able to obtain 
delivery through the customs house 
and despite the fact that they could 
buy the same goods now for half the 
price at which they were ordered. 


The Happy Land of Normal Business 


E are fortunate indeed to 
W have so far passed through 

the great commercial dif- 
ficulties inherent in the after-war 
period, and to have reached the 
beginning of this year 1921 with 
so many difficulties behind us. 
The character of the war waste, 
the early effects of the peace, and 
the economic actions and reactions 
resulting, find their counterparts 
in all other war and after-war 
periods in history. The wartime 
prosperity and the bursting of the 
bubble, politely termed deflation, 
took place in England following 
the wars with Napoleon and in our 
own country after the Rebellion 
and in Germany after the War of 


By CHARLES E. MITCHELL 


President of the National City Company 


1870. The same healing processes 
must and assuredly will take place 
in much the same way now as they 


have always done in the past. They , 


can be hastened only as with un- 
derstanding of the disease itself 
and the character of the cure we 
patiently submit individually and 
collectively to the smarting lini- 
ments that time will apply. The 
ways and means‘ are ours to make 
an early shrift of the difficulties 
that now stand in the road to an 
early return of a substantial pros- 
perity. 

Let us without fear or hys- 
teria face the problems of 1921, 
and let us not ourselves flinch or 


permit our neighbor to flinch from 
accepting each his share of the 
sorrow and burden of the deflation 
period. The daily trials and tribu- 
lations will gradually grow less and 
we will emerge into the happy land 
of normal business where with 
lower levels of prices, drastic re- 
ductions in cost, and more conser- 
vative policies in every branch of 
trade, the prospects will gradually 
become brighter, and with old debts 
paid, accumulated stocks of com- 
modities absorbed, and our financial 
structure strong and broadened, 
the clouds upon the commercial 
and financial horizon will have dis- 
appeared. 
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By LOUIS E. DELSON 


Effective Bank Advertising 


Advertising Manager Central Trust Company of Illinois 


VERY bank has a distinct per- 
sonality in the eye of the 
depositor. It may be the com- 

posite impression or the individual 
efforts of the bank that builds its 
personality. Every individual is 
judged a great deal by personality. 
And banks are many times selected 
by depositors because of a person- 
ality that seems inviting and pleas- 
ing. This thing we call personality 
is a decisive factor in the solicitation 
for new business, as proven by the 
fact that many times two banks offer 
the same service and facilities, and 
in the race for new accounts the one 
with the personality does a bigger 
business. 

Banks that exert every ounce of 
energy to impress their prospects 
and customers with the fact that 
they offer an inviting atmosphere 
soon find they are in reality offering 
something in addition that is wel- 
comed, something that helps make 
the depositor feel proud of his 
banking connection. 

A dominant factor in the crea- 
tion of favorable impressions upon 
the public is the appearance of the 
printed matter of the bank, whether 
through general or direct adver- 
tising. In one respect the bank’s 
advertising literature is its mouth- 
piece. It is dominant because of its 
magnitude in the number of individ- 
ual impressions that are possible in 
a short space of time. 

Not many years ago the accepted 
practice for creating these favor- 
able impressions seemed to be the 
reiteration of the bank’s age and 
strength. Today a bank can be- 
come “established” in a compara- 


tively short space of time through * 


the right kind of advertising. Banks 
only fifteen or twenty years old have 
accomplished more in growth and 
prestige than some banks that have 
existed for fifty years. A progres- 
sive institution can build up a strong 
clientele through effective adver- 
tising. Progressive bankers wait no 
longer for business to come rapping 
at the door. 

As we consider this problem of 
advertising the bank, the subjects of 
attention value, reader interest and 


dignity of appeal become para- 
mount. 

The dangers of spatter-shot 
methods are many, so it does not 
pay to guess. Economically pro- 
duced literature, the kind that 
serves in a tangible way to help 
build a bank’s business, calls for 
certain definite knowledge in its cre- 
ation and organized method in its 
mechanical production. 

The opaque of the artist, the acid 
of the engraver, the pulp of the 
paper, the press of the printer, or 
the list of mediums—all these may 
mean little in the abstract. But 
they mean all in the unit that. serves 
to conform with a‘ definite policy 
for published advertising that builds 
for character and personality. Just 
as the selling plans are drawn and 
the foundation laid for their effec- 
tiveness, so must the execution for 
the proper use of type and illustra- 
tion be linked with “copy” in order 
to tell your story effectively. 

In the typographical treatment of 
advertising, the principal purpose is 
to impress the reader and not to 
please the man in the mirror. The 
layout used in the newspaper will 
usually be subjected to more com- 
petition for attention than in the 
magazine and far more than in the 
individual booklet. The attractive- 
ness of display is not the ultimate 
objective, but rather the forceful- 
ness of appeal and the dignity of 
appearance. The appeals must bear 
a direct relation to the subjects of 
banking, whether the subject is sav- 
ings, commercial banking, trusts, 
bonds or safety vaults. The tech- 
nique employed in savings depart- 
ment copy, for example, should be 
unlike that of other departmental 
or general work, because each de- 
partment appeals to a certain class 
of readers and to a certain number 
of readers. Savings advertising 
reaches every class of reader and 
should have the widest appeal in 
order to reach the largest number 
of prospects. On the other hand, 
bond advertising is restricted, com- 
pared to savings advertising, while 
trust or commercial banking has 
even a-more limited field. 
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Study Your Own Field 


In going after new business it is 
necessary to study your field of op- 
eration from as scientific a stand- 
point as possible, to ascertain the 
best methods of quick and careful 
distribution for your various service 
appeals, i. e., checking accounts, 
savings accounts, bonds, mortgages, 
trusts or safe-deposit business. 
Great care must be exercised so as 
to. give your prospect the correct 
impression regarding your institu- 
tion, its personnel, resources, loca- 
tion and the magnitude of the ser- 
vice you offer. Many banks give 
their prospects impressions gained 
through their advertising, that their 
bank is a “savings” bank, an “in- 
vestment” bank or a “trust service” 
bank; instead of a bank offering a 
“complete banking service.” 

It is a well-known fact that many 
people go to one bank with their 
savings accounts, to another with 
their commercial accounts, to an- 
other with their trust business and 
to still another in order to invest 
their surplus money. This means 
that your own list of customers 
offers an intensive field for new 
business if you can present in a sell- 
ing way the fact that your own 
clients can centralize their banking 
and in so doing establish one bank- 
ing connection that befits their real 
standing in the community. 


School Savings Banking 


Reprints of our report on this 
subject which appeared in the De- 
cember JouRNAL have been dis- 
tributed to school superintendents 
in all states. New ways for assist- 
ing in installing or developing local 
systems have resulted. 

The absence of an effective means 
(a “project”) for teaching eco- 
nomics to pupils seems to exist 
wherever there is not now a school 


system in which one or more local ° 


banks actively cooperate and which 
excites the active interest of not less 
than two-thirds of the pupils. 


“4 YESTERDAY a successful at- 

¥ tack was made by gunmen 
upon the Bank of Progress 
City.” Such announcements in the 
newspapers all over the country 
cause anxiety among bankers. 
There is no doubt that next to pro- 
viding the funds necessary to carry 
the old and tried customers during 
these difficult times, there is nothing 
more in the banker’s mind than pro- 
tecting his employees and his bank 
against the attack of gunmen, thugs 
and other lawless gentry. Since the 
painful reaction after the Civil War, 
at no time have there been so many 
successful cold-blooded and serious 
bank attacks as are going on in the 
country at present. 

Many bankers are almost dis- 
tracted with this literal reign of 
terror and are 
doing everything 
they can to for- 
tify themselves. 
In Wall Street 
and in the big 
metropoli- 
tan banks plain 
clothes and uni- 
form guards are 
very much in 
evidence. 

Burglary  in- 
surance is use- 
ful, and the out- 
of-town banker 
is taking advan- 
tage of this as 
probably never 
before. Al- 
though the sub- 
ject of protec- 
tion does not ap- 
pear at first glance to be one in 
which the bank architect and engi- 
neer would be deeply interested, 
there are a certain number of fun- 
damentals in the arrangement of 
the bank which will tend to prove 
a cause of safety to the lives of the 
employees and the bank’s contents, 
and conversely a source of hin- 
drance and danger to the lawless 
adventurer. 

Simple horse sense induces all of 
us when out walking at night just 
now to avoid dark and unfrequented 
streets. If we have to go in such 
localities we instinctively prefer not 


Protective Features of Bank Buildings 


By ALFRED C. BOSSOM 


to go alone. This same underlying 
philosophy applies to a bank. 

One of the first and most impor- 
tant considerations, particularly ap- 
plying to the bank in the small town, 
is never leave one man alone in the 
bank at any time. When there are 
only two persons in the bank, have 
them so arrange their work that 
each can watch the general condi- 
tion of the other, and without diffi- 


‘culty keep his eye upon the possible 


main line of approach of any unde- 
sirable visitor. There is no bank in 
the country where this very simple 
precaution cannot be adopted, no 
matter what the existing arrange- 
ments may be. Very little of the 
trouble today is brought about by 
the staffs of the banks. It is almost 


entirely what might be termed out- 


The deep vestibule is impressive and affords no hiding places. 


side jobs. In the seating of the offi- 
cers too much emphasis cannot be 
laid upon the importance of having 
them all face the one general direc- 
tion and this towards the door. All 
employees throughout the bank 
should face the door wherever pos- 
sible, and under no circumstances 
should any be allowed to work with 
their backs to the main avenue of 
approach where it is possible for 
them to be covered by a gunman be- 
fore they could be,aware of his pres- 
ence. If the arrangement is possible 
employees should not work back to 
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back. There should be not less 
than one line of ‘general protection, 
or a gate some distance in front of 
the vault in addition to a day gate 
or bar protection at the entrance to 
the vault, making it impossible for 
anybody to get to it or to force any 
of the bank’s employees into the 
vault without compelling them to 
pass through at least two strong 
obstructions. 

Where the general bank has been 
laid out with the lobby in the center 
and the working force and tellers 
around on the outer side of the 
horseshoe, it is easier to give mu- 
tual protection than where the lobby 
is around the outside and the work- 
ing force is in the middle, for in 
that case at least half of the force 
of necessity has its back to the other 
half. This is un- 
avoidable if the 
bank is already 
built, and in that 
case the _ best 
thing to do is to 
make _ obstruc- 
tions from see- 
ing the entire 
bank from any 
point as incon- 
Spicuous as pos- 
sible. Where 
there are any 
high desks or 
filing cabinets no 
one should be 
allowed to place 
piles of books 
upon these, thus 
preventing  tel- 
lers from seeing 
what is going on 
behind them if they should turn to 
look. The old idea of putting very 
elaborate bronze screen work in the 
front of the cages and putting in a 
ground or silver embossed glass, ex- 
cept immediately at the wicket, is 
more of a defect than a protection, 
as it prevents the teller from having 
an absolutely clear view over the 
bank at all times and hinders him 
from having a forewarning of the 
approach of undesirables, and of 
the opportunity of seeing their free 
action when they are in front of him. 

In many banks—and the larger 
and older institutions suffer more 


Open treatment of facade is attractive 
and gives protection. 


in this respect than many of the 
newer ones—there is so much ma- 
terial in front of the teller’s cage 
that the teller has to bend down to 
see what is going on in front of 
him. It would be far safer if he 
had nothing but a plain sheet of 
clear plate glass between him and 
his customers, and under any cir- 
cumstances there is no better pro- 
tection than the utmost publicity. 

It is a great mistake to keep 
much money conspicuously dis- 
played on the desk or counter, as it 
forms a temptation to the chance 
visitor not honestly inclined. 

In this connection a great step 
forward has been made by the intro- 
duction of absolutely clear plate 
glass between the public and the 
tellers in many of the newer insti- 
tutions. This, with or without the 
bronze metal grille at the back, 
forms a handicap to a thief, even 
though the glass itself be broken. 
As a further protection polished 
wire glass, or what amounts to a 
plate glass with wire imbedded in 
it, has been used in many cases, 
but this has a certain effect which 
many bankers do not like; although 
a blow will not break it, it in no 
way prevents a bullet from passing 
through. Recently a patent lami- 
nated glass has been put on the 
market, which in general consists 
of three layers of glass separated 
and yet fixed together by two layers 
of entirely transparent gelatine 
which hardens and forms a part of 
the total thickness of this glass, 
which is about half an inch. This 
will resist a shot from either a re- 
volver or a rifle at very close range. 
The author has in his possession a 
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small piece of this glass, which has 
had no less than five shots fired at 
it from an army rifle, none of which 
pierced through, although it is very 
badly shattered. This glass, by the 
way, does not cost very much more 
than the ordinary plate glass and 
the old-time bronze grille work to- 
gether, or actually about four times 
the cost of ordinary plate glass. 

By the employment of wire glass, 
or this unpierceable glass, it is pos- 
sible to have the bank absolutely 
clear and open in all directions 
within the main bank, so much so 
that should a teller at any cage be 
held up this would become apparent 
immediately to anyone in the bank 
who happened to be looking in that 
direction. 

Within the wicket itself is a 
source of danger even if the sur- 
rounding glass be protected as here 
mentioned. The wicket should be so 
substantial that it will be impossible 
to lift it easily from the outside. 
Good locking devices controlled 
either by a hand at the desk or by 
a foot treadle are now being used 
quite frequently, and often these are 
back of unpierceable glass in which 
there is a hole only large enough for 
the teller to talk through conve- 
niently. The teller, while thus pro- 
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tected by the unpierceable glass, can 
transact his business through the 
bottom space of the wicket. In 
some cases there are frequently in- 
stalled metal wings that fold up in 
front of the wicket and which can 
be closed easily, forming a prevent- 
ative. 

In one or two of the larger banks 
there is a small look-out tower in 
which a guard is supposed to sit all 
day with a rifle. This form of pro- 
tection, although theoretically very 
good, is rather questionable, for in 
the excitement the man in this look- 
out is as likely to shoot one of the 
bank’s employees as a hold-up man. 

In the last two building articles 
in the JouRNAL, the first on vaults 
and their construction and the sec- 
ond upon the electric protection of 
banks, this matter of safeguards has 
been dealt with in certain limits, 
and both forms of protection out- 
lined in those articles are of great 
value to the banker and are avail- 
able and at his disposal without any 
very great expense, even though 
his bank be completed. 

All forms of attack are objec- 
tionable and dangerous, but it is the 
man who comes in and sticks a gun 
against the teller and quietly de- 
mands all he can get that causes the 


Vault exposed to view from main entrance of building. 


Alfred C. Bossom, Architect 
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most worry. This leads, by natural 
sequence, to the consideration of 
the interior arrangement of the 
cages along the counter screen. A 
very great number of bankers 
within the writer’s experience have 
allowed their equipment in the way 
of money drawers, etc., to be laid 
out in such a way that the old-time 
pistol shelf has been either entirely 
eliminated or has been reduced to 
such narrow dimensions that should 
the teller attempt to get his own gun 
he is liable to jam his hand in the 
small space provided, and run the 
very great risk of wasting time and 
calling attention to what he is doing 
rather than enabling him to defend 
himself, which is the object of his 
action. 

If the teller is called upon by a 
thug to hand over the money in 
front of him it is far safer to do so 
first and then give an alarm, or to 
cause the exits to be automatically 
closed which can be accomplished 
readily by means of electric con- 
trivances described in the December 
JouRNAL, This is better than to at- 
tempt to fight, as this almost inva- 
riably leads to serious bodily injury 
to the bank teller and in some cases 
to his death. 

Of course, in a new building it is 
easy to make provisions that make 


the bank safer and protect the em- 
ployees. As an example, the more 
the general public can see what is 
going on inside the bank the less 
chance there is of a daylight hold- 
up or of a successful attack upon 
the vault either by day or by night. 

Doorways and vestibules should 
be large and free from any small 
nooks in which men can secrete 
themselves to await a convenient 
opportunity to attack the bank. 
Also the vestibule, if of glass, should 
be made as clear as possible so that 
people in the bank can see more or 
less what is going on outside the 
door. 

The vault should be so located, if 
on the main floor, that it can be 
seen both day and night from the 
outside of the building, and provi- 
sion should be made so that there 
is always a light on this vault, en- 
abling passersby to see that all is 
well inside. Where the vault is in 
the basement, in addition to the reg- 
ular warning steps, etc., it should be 
sufficiently far away from the stairs 
so that it is not possible for a thief 
to control everyone with a gun 
without being exposed himself, and 
in times like these where the general 
public have access to the vaults in 
the basements, there should never 
be less than two people in the base- 
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Clear glass enables tellers to see entire bank at all times. 


Protection secured by using polished 
wire glass in all cages and keeping banks 
as open as possible. 


ment at one time, and it should be 
the duty of some official to keep 
track of those. who go to the base- 
ment and those who should not. 

On the windows at the rear of 
bank buildings, or in locations that 
are not fully exposed to the public, 
secure protection bars should be 
built into the masonry, rather than 
a few pipes stretched across as un- 
fortunately has been so commonly 
the practice. 

The number of entrances to the 
bank should be reduced to the very 
minimum, as each new entrance 
means another possible point of at- 
tack. One main entrance with one 
side entrance should be the maxi- 
mum, and if this can be confined to 
one entrance so much the better. 

Where there is a skylight a guard 
should be placed across it, as that is 
one of the easiest means of access 
into any building unless properly 
protected. 

In no case should the containing 
wall of the vault form one of the 
exterior walls of the building or 
adjoin other property. Otherwise 
it is obvious that these walls can be 
cut away without the bank’s knowl- 
edge and the vault exposed to most 
dangerous attacks. 

Protection of a bank should be 
reduced to freedom from obstruc- 
tion, which means the utmost pub- 
licity, together with the cooperative 
support which one employee can 
give another if located with that 
object in view, and all points of 
possible attack that: cannot readily 
be seen should be covered by secure 
protection and not by artificial 
methods that are found wanting in 
times of emergency. 
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Your Building Problems 


(Under this heading Mr. Alfred C. Bossom will answer each month 
the numerous questions on member banks’ building problems which 


may be forwarded to him 


A Corner Building 


ROM Wilmette, Ill.—Are 
ft there any advantages in 

building on a corner property 

approximately 50 x 60 feet 
with an angle entrance, using the 
first floor for general bank quar- 
ters and the basement for vaults, 
toilets, rest rooms, directors’ room, 
etc.? 

Answer—A practical bank build- 
ing cam be constructed on this prop- 
erty, but it is not ideal for a bank, 
the length in either case not being 
long enough to make a large lobby 
allowing for much expansion. For 
this reason it is recommended that 
provision be made to build an addi- 
tional story over the banking room 
at this time, or that provision be 
made so that an additional story 
can be built later when the bank’s 
increase demands further working 
space. The prominence of the lo- 
cation in my judgment justifies the 
sacrifice entailed on account of the 
shape of the property. 


New Building in a Growing 
Town 


From Auburn, Neb.—The ques- 
tion relates to the best practical 
policy to adopt concerning their 
new building, the town being one 
of three thousand inhabitants. 

Answer—My judgment in this 
matter is that the development of 
the town of necessity will not be 
too rapid. For that reason the 
cheapest practical building, one of 
brick with a little limestone or terra 
cotta trimming would be very suit- 
able. A building with a main floor 
for the bank and a rentable store 
and one upper floor given up to 
offices which makes the -building 
tall enough to be dignified is the 
most desirable height. The invest- 
ment involved would not justify 
making the building fireproof. A 
good concrete vault strong enough 
to withstand risk should the building 
collapse and thereby protect the 


funds and the books should sat- 
isfy this condition. It is very 
difficult to estimate the cost of such 
an operation without knowing local 
conditions, but approximately 60 
cents per cubic foot of construction 
should with economy cover the 
expense, but this would not allow 
any extravagant expenditures what- 
ever. 

Concerning the ownership of the 
building it is practical to organize a 
stock company, but it is anticipated 
you would have difficulty in selling 
bonds to cover the cost outside your 
immediate locality. . It probably 
would be better to guarantee to 
lease the ground floor for a long 
term of years and get some capital- 
ist in the neighborhood to build the 
building. By this means he would 
be assured of a return on his invest- 
ment and the bank would not be 
placed in the embarrassing position 
of being unable to sell bonds on its 
building, which might be the result 
if an endeavor were made in this 
way. It is not difficult to obtain a 
mortgage on such a building. 


$40,000 Not Enough 


From Bridgeport, Conn.—We 
have just purchased a piece of 
property 105 feet frontage and 155 
feet depth. Is it possible to give us 
some suggestions as to a one and 
two-story office building costing in 
the neighborhood of $40,000 or 
$50,000 ? 

Answer—I regret to state that 
at this time it is impossible to con- 
struct a building over this entire 
property for anything like the 
amount suggested. Of course, it 
is possible to build a dignified, sim- 
ple building costing somewhere in 
the neighborhood of the figure 
mentioned, but it would not be more 
than about thirty feet wide and ap- 
proximately 100 feet deep. To 
equip a building today with the nec- 
essary vaults, counter screen, etc. 
even in the very simplest form re- 
quires an investment of fully as 
much as here suggested. 
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. This service is free to member banks.) 


To Get More Room 


From Hutchinson, Kan.—On ac- 
count of present high costs of 
building, how can we make slight 
modifications in our existing bank 
quarters without much expense and 
at the same time increase the lobby 
room, add a safe deposit vault and 
care for bookkeepers, etc.? 

Answer—I would suggest that 
the directors’ room be entirely cut 
out and through this the lobby be 
extended right along to the wall 
of the store room, except for the 
depth of two safe deposit booths 
and a protected way to the new safe 
deposit vault. In the vault end of 
the directors’ room an additional 
vault could be built using the one 
wall of the existing vault as one 
side of the same. This would 
still leave you room for clerks 
between the counter and this vault, 
and at the same time the space be- 
tween the front of this vault and 
the counter screen could be used for 
your bookkeepers. This would en- 
tail no change whatever in the 
existing banking quarters except 
the elimination of the directors’ 
room, and would add a considerably 
greater length of lobby space, 
safe deposit vault, coupon rooms 
and a space more or less shut off 
for your adding machines. If this 
wall of the vault be of sound absorb- 
ent plaster and also the ceiling over 
the space now occupied by the direc- 
tors’ room be of sound absorbent 
plaster the noise of the various 
machines will be very materially 
diminished. All that would be nec- 
essary by this slight rearrangement 
would be to use one of the rooms 
on the second floor as the Board 
room, preferably the one at the 
head of the stairs which would be 
the 
proposition, but quite good enough 
for a Board room, which is so sel- 
dom used. 
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Liquidating Insecure Loans 


By WM. G. MARVIN 


Formerly Head of Legal and Insurance Departments National City Bank of New York 


F it were possible or advisable 
] to paint the composite picture 

of the practice of American 
bankers in the liquidation of their 
“slow” and “bad” loan accounts, 
it would be found that, during 
the past year alone, hundreds of 
thousands of dollars have been lost 
to banking institutions through 
what appears to be the lack of fore- 
sight, decision and courage shown 
by the bankers themselves. This 
statement does not necessarily cast 
a reflection or aspersion upon the 
great numbers of individual bank- 
ers responsible for this condition. 
It reflects unfavorable light, how- 
ever, upon the one-sidedness of the 
average banker’s training, which 
springs from the prominence which 
the business-getting side of bank- 
ing has assumed during the last 
decade to the almost entire exclu- 
sion of training on the defensive 
side of banking. 


Defensive Side of Banking 


Often a banker is accused of lack 
of decision in such matters, when 
at root the trouble lies in such a 
lack of experience or training that 
he finds himself handicapped in ar- 
riving at a prompt and accurate 
decision on what appears to him to 
be a new and complicated set of 
facts. And since prompt and ac- 
curate decisions form the chief 
modus operandi in the successful 
liquidation of slow loans, the real 
toll which such lack of defensive 
training takes from the banks 
themselves is obviously enormous. 
The basic condition, of which this 
lack of training in “knowing what 
to do” in the case of slow or doubt- 
ful loans is but a symptom, is the 
chief justification for the writer’s 
book, “The Defensive Side of 
Banking,” which is now in process 
of preparation. The following 
treatment of the subject of “pro- 
cedure in the case of doubtful or in- 
secure loans” is an extract from 
chapter 3 of that book: 

When a banker feels that a person or 
concern to whom he has loaned money 
is in such an insecure position that it is 


doubtful whether the wholly or partially 
unsecured notes which he holds consti- 


tute sufficient collateral for the loan, he 
should then, without a moment’s hesita- 
tion, take certain protective measures on 
behalf of his institution. He should 
exercise one or more of several potential 
alternatives which may be presented: 

a. Attempt to secure more collateral 
on the notes held. 

b. Attempt to enforce his rights on 
any guaranty held as collateral to the 
loan. 

c. Bring suit on the claim if it has 
not matured, or if there exists an equi- 
table basis for the foreclosure of the 
loan. 

d. Bring pressure by persuasion upon 
the person or concern for the immediate 
or gradual liquidation of the indebted- 
ness. 

e. Join or form a liquidating com- 
mittee of the larger creditors, with the 
idea in mind of accomplishing a speedy 
liquidation of the indebtedness by the 
curtailed operation of the company or 
business, or by the reduction of the out- 
standing commitments, sale of the assets, 
or a revamping of the personnel. 

f. Throw the person or concern into 
bankruptcy. 


The alternatives which should be 
chosen, and the way in which they 
should be exercised depend wholly 
upon the particular circumstances 
encountered in each individual case. 
For example, in the application of 
“a” above, the banker should re- 
member that if he secures his ad- 
ditional collateral in the form of 
merchandise, securities, or other 
tangible property, and then the per- 
son or concern, within the four 
months subsequent thereto, goes 
into bankruptcy, it is very likely 
that this additional collateral will 
be declared a preference, and 


thereby become unavailable for his’ 


purposes. On account of the com- 
plications with which the creation 
of a potential preference is fraught, 
it is ofttimes advisable to secure 
the additional collateral suggested 
in “a” above through the medium 
of a renewal of the notes held, and 
the securing of new and responsible 
indorsers thereon. It is often pos- 
sible to secure such indorsements by 
wealthy stockholders or from of- 
ficers or directors personally. 


Skill and Finesse 


The banker must be an adept 
judge of values, and must use a 
high degree of skill and finesse, if 
he is to succeed in extricating his 
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bank without loss from its sensitive 
position in cases of this sort. If he 
is indiscreet in his attempt to force 
more collateral from the borrower, 
it is more than likely that one of the 
other creditors will hear of his at- 
tempts in this direction, in which 
case the other creditor or creditors 
will insist upon a similar privilege 
—with the result that the concern 
would probably be forced into bank- 
ruptcy because of the lack of work- 
ing capital, and the tying up by 
pledge of the only available col- 
lateral for future advances of 
working capital. Great care must 
also be used by the banker in en- 
forcing his rights under alternative 
“b” above—i. e., against the guar- 
antors. The writer has known of 
cases where a banker forced the 
issue so aggressively with his guar- 
antors, and the guarantors in turn 
brought such great pressure to bear 
upon the debtor company, that the 
company was forced to file a bank- 
ruptcy petition. Then, too late, the 
banker discovered what he should 
have found out before deciding 
upon his course of action—i. e., that 
the guarantors were not of suffi- 
cient personal financial responsi- 
bility to justify this course, or that 
he failed to get a renewal of the 
guaranty when the note was re- 
newed (the original guaranty being 
a non-continuing one), or that the 
guarantor was excused from lia- 
bility on his guaranty on account of 
the fraud of the borrower which 
served as the inducement for him 
to so act, or that the guaranty, if 
made by a corporation, was unen- 
forceable because of the lack of 
authority of those signing on behalf 
of the corporation, or because it 
was ultra vires. 

If the attempt to secure addi- 
tional collateral in the way of 
indorsements, securities, accounts 
receivable, merchandise, or other 
evidences of value, is unsuccessful, 
the banker has left to him, excluding 
the alternative of suit on the claim, 
only three courses—i. e., to act in- 
dividually in inducing the debtor to 
liquidate gradually; to throw the 
debtor into bankruptcy; or to join 
or form a creditors’ committee, 
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either formal or informal, for the 
quickest possible liquidation of the 
outstanding indebtedness. The first 
two courses present very patent 
objections upon their face, inas- 
much as it is extremely difficult for 
a single banker to exercise enough 
pressure upon the borrower to have 
him remould his policy of control 
and operation of the business so 
that the creditor’s indebtedness can 
be speedily and economically paid 
off, unless, of course, the banker 
happens to be the only important 
creditor; and it is equally difficult 
to obtain the payment of a satis- 
factory proportion of the debt if 
bankruptcy proceedings are re- 
sorted to. In this latter case, divi- 
dends declared by the referee would 
undoubtedly be postponed for many 
months on account of the long 
period of time which usually elapses 
in such matters, and the final money 
return to the bank, when interest 
and income tax write-off are con- 
sidered, is wholly disproportionate 
to the effort involved. 


Courses of Procedure 


Even bankruptcy becomes advis- 
able, however, in cases where it 
seems clear that the debtor person 
or concern is insolvent and that the 
condition is so bad that it will not 
be materially improved by the ad- 
ministration of the business by new 
brains, or by the interposition of a 
creditors’ committee, and where it 
seems advisable to definitely fix and 
allocate the assets. The third course 
suggested, i. e., alternative “e,” 
should not then be decided upon in 
any given case, unless it is arrived 
at by an eliminative process of 
reasoning by the banker somewhat 
after this fashion: “I cannot get 
more collateral from the debtor; I 
have been unsuccessful in my at- 
tempts to get responsible new in- 
dorsers ; I do not feel that it would 
be the course of expediency or 
practical economy or utility to pro- 
ceed against the guarantors; it 
would not be practical to sue on the 
claim; the circumstances do not re- 
quire or justify me in throwing 
the debtor into bankruptcy; I can- 
not, without joining forces with 
others, bring such pressure to bear 
upon the borrower as would most 
probably result in the speedy and 
successful liquidation of the in- 
debtedness with the least possible 


amount of harm to all of the other 
parties at interest; I must therefore 
decide to pool the interests of my 
institution with those of the other 
large creditors in working out a 
satisfactory basis for the liquidation 
or composition of this indebtedness, 
providing ‘always that a responsible 
voice will be given to the institu- 
tion which I represent in formulat- 
ing the plans for the future conduct 
and control of the business of the 
debtor person, firm or corporation 
during the liquidation period.” 

It might be stated at this junc- 
ture that the banker should ordi- 
narily not approve any agreement 
drawn up between the creditors 
with the purpose of outlining the 
constitution of a representative 
committee and its powers, unless it 
contains a specific clause to the 
effect that upon the breach of any 
of the covenants upon the part of 
the debtor, his notes which are held 
by the bank will immediately be- 
come due and payable. It is also 
advisable for the banker to look for 
the following points, all of which 
are potential weaknesses, while he 
is examining this agreement be- 
tween the debtor and the creditors: 
a. What action is set forth as hav- 
ing been taken by the stockholders 
and the directors of the corpora- 
tion? It is such as will give the 
creditors sufficient control over the 
corporation? b. Is there a specific 
clause covering the deposit, in trust, 
of the majority of the stock with 
the creditors, if the debtor is a cor- 
poration? c. Is it specifically pro- 
vided that your institution will be 
represented on the creditors’ com- 
mittee? d. Are the powers given 
to the creditors’ committee broad 
enough to vest them with the 
authority to change the personnel 
of the committee? If so, what as- 
surance is there that your bank will 
maintain its representation on the 
committee in the future? e. What 
provision does the agreement make 
for the removal of undesirable 
directors by the committee in case 
a contingency arises which makes 
this action seem necessary? f. Is 
the control over the business of the 
debtor vested in the committee by 
specific clauses, and is such control 
clearly defined? In this connection 
it might be suggested that it is often 
advisable to incorporate in the 
agreement a clause to the effect that 
the debtor will agree not to borrow 


any money or incur any liability 
exceeding an amount specified. 
The course that the debtor should 
take regarding new commitments 
and the purchase of new assets 
should be specifically outlined, and 
a clause should be inserted to the 
effect that the debtor will not sell 
any of its property without the ex- 
press consent of the creditors’ 
committee. g. A complete and de- 


-tailed provision should be made for 


the distribution of the income of the 
debtor during the period of the con- 
trol by the committee. It is often 
advisable to incorporate a specific 
provision to the effect that, upon 
the accumulation of a certain sur- 
plus, and the demand of the com- 
mittee, a prorated dividend be paid 
to the creditors. 


Stern Realism 


The banker must be a stern real- 
ist, in spite of his perfectly human 
dislike to force the difficult and 
sometimes embarrassing issue of 
loan liquidation with a _ hard- 
pressed, plausible and personally 
agreeable customer. In the long 
run, a thorough investigation of the 
financial condition of such a cus- 
tomer, with resultant prompt and 
impartial action based upon the re- 
sults disclosed by the examination, 
is usually not only a great deal bet- 
ter for the banker, but is also the 
most helpful course .toward the 
debtor. Truly the old maxim, “An 
ounce of prevention is worth a 
pound of cure” applies to situa- 
tions of this kind. Some of the re- 
cent liquidations in the clothing, 
textile and exporting and importing 
busmesses lend eloquent emphasis 
to these assertions. For example, 
the writer has a recent case in mind 
where prompt action on the part of 
the bankers would have enabled a 
certain stock of woolens to have 
been sold before the big break in 
the market for that commodity— 
with a resultant 25 per cent. addi- 
tional dividends from the bank- 
rupt estate. 

The banker must not allow his 
own doubt, or the tears or prom- 
ises of his debtor, to make of him 
a man who, ostrich-like, hides his 
own head in the sands of optimism 
and delusion, thinking that because 


he himself cannot see the true con- | 
ditions, that therefore the ruthless 
horsemen of adversity will pass him 


by. 
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Federal Taxation of Bank 
Deposits 

BILL which has attracted 

more attention than it has 

deserved, owing to the fact 
that its sponsor is a prominent mem- 
ber of the House Committee on 
Ways and Means, is the Treadway 
bill, H. R. 15188, to provide a tax 
of one-quarter of one per cent. upon 
all moneys deposited in banking in- 
stitutions. The House Committee 
appointed January 5 for a hearing 
on this bill to give its proponents 
an opportunity to present argu- 
ments in its favor. This hearing 
was attended by Mr. Henry B. 
Sawyer of Boston, treasurer of the 
Stone and Webster Company, who 
spoke in favor of the bill. The 
opposition of the American Bank- 
ers Association was voiced by Mr. 
H. H. McKee of Washington and 
by General Counsel of the Associa- 
tion, and there also appeared in 
opposition Mr. James F. Burke, rep- 
resenting the Pittsburgh Clearing 
House, and Mr. F. W. Treadway, 
counsel of the Cleveland Clearing 
House Association. In addition to 
the oral presentation of arguments, 
the following written protest was 
filed on behalf of the American 
3ankers Association : 

January 5, 1921. 
To the Committee on Ways and Means, 
House of Representatives, 
Washington, D. C.: 

The American — Association, 
with upwards of 22, members, de- 
clares its opposition and desires to re- 
cord its emphatic protest against H. R. 
15188, now before your Committee, 
which provides for a tax of one-quar- 
ter of one per cent. upon all moneys 
deposited in banking institutions, to be 
charged by the institution receiving the 
deposit to the depositor. 

Such a tax would be most disastrous 
to the business of the country, for it 
would inevitably result in the with- 
drawal of many millions of dollars of 
deposits and cause stringency, curtail- 
ment of loans, bankruptcy and panic. It 
would constitute the worst form of 
double taxation, as millions of dollars of 
money shown in the total of deposits 
represent a redeposit of funds kept with 
banks and banking institutions. The 


passage of such a measure would be a 
great calamity and it could not come at 
a worse time than the present when 
the banks and business institutions are 


Current Legal Topics 


THOMAS B. PATON 
General Counsel 


passing through a most critical period. 

We respectfully urge that this bill be 

tabled and given no further considera- 

tion. 

THe AMERICAN BANKERS ASSOCIATION. 
By its Committee on Federal Legis- 

lation, 


C. H. McNiper, Chairman, 
Tuomas B. Paton, General Coun- 
sel and Secretary to Committee. 
At the close of the hearing, the 
impracticability of the measure hav- 
ing been demonstrated, it was de- 
cided by the committee to shelve 
the bill and give it no further con- 
sideration. 


Savings Departments of Na- 
tional Banks 


On Friday, January 21, the Sen- 
ate Committee on Banking and 
Currency gave a hearing upon the 
Calder bill, S. 4721, to amend the 
Federal Reserve Act so as to pro- 
vide for the operation of savings 
departments of national banks. 
Senator McLean, chairman of the 
committee, having requested the 
views of the American Bankers As- 
sociation as to the wisdom and 
necessity of such legislation, the 
Association was represented at the 
hearing by its General Counsel, by 
Mr. H. H. McKee of Washington, 
president of the National Bank Di- 
vision, and by Mr. George O. Wal- 
son of Washington, who is one of 
the members of the Committee on 
Federal Legislation of the Associ- 
ation. The bill, in brief, would 
authorize national banks, which 
obtain the necessary permission, to 
operate savings departments, re- 
quiring them to apportion capital 
and surplus between commercial 
and savings departments and trust 
departments, if any, in the same 
proportions as required by state 


law for state institutions; or in the. 


absence of state law as required by 
the Federal Reserve Board; it 
would require segregation of the 
capital, surplus and assets of each 
department ; the special irivestment 
of assets of the savings department 
in such securities as savings banks 
are permitted to invest in under 
state law and in real estate loans; 
and it provides that the money, as- 
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sets and investments of each de- 
partment shall be kept solely for 
the repayment of depositors of such 
department until fully paid. Sepa- 
rate reserve balances are provided 
for each department, and the bill 
contains other detailed provisions 
in connection with the separate op- 
eration of departmental banking. 
While the bill is in form permissive, 
it contains a mandatory grant of 
power to the Federal Reserve 
Board, allowing it in its discretion 
to require any national bank to es- 
tablish and operate a separate sav- 
ings department in accordance with 
the provisions of the bill. 

The representatives of the Amer- 
ican Bankers Association pointed 
out that a bill making such sweep- 
ing and fundamental changes in the 
form of organization and method 
of investment of national banks 
should not be hurriedly considered 
and acted upon, but that oppor- 
tunity should be given the 22,000 
members of the Association to 
analyze its provisions and consider 
its effect upon the business of banks 
in all the different localities of the 
country where it would operate. 
Some impracticable and objection- 
able features of the bill in its pres- 
ent form were pointed out; among 
them, the apportionment of capital 
would restrict the loaning power of 
national banks to single borrowers 
by limiting it to 10 per cent. of the 
commercial capital; the require- 
ment of special investment would 
in many cases take funds out of the 
locality where deposited and com- 
pel their investment elsewhere and 
it would cause a serious curtailment 
of commercial loans at a time when 
commercial credit needs strength- 
ening ; and above all, the mandatory 
provision was objected to, for it 
would substitute for the judgment 
of the board of directors of na- 
tional banks in each locality the leg- 
islative mandate of the Federal 
Reserve Board. Other detailed ob- 
jections were made to particular 
provisions of the bill in its present 
form. 

It developed at the hearing that 
all Senator Calder really desired in 
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introducing amendatory legislation 
was to better enable national banks 
outside of central reserve cities, to 
make loans on real estate to improve 
housing conditions. It was pointed 
out by representatives of the Asso- 
ciation that this result could be 
quite readily accomplished, as- 
suming it desirable, by a simple 
amendment of Section 24 of the 
Federal Reserve Act, which now 
provides, among other things, that 
national banks may loan one-third 
of their time deposits on real estate 
security. But under the present 
law no loan made upon the security 
of real estate as distinguished from 
farm land can be made for a longer 
time than one year and the amount 
of the loan cannot exceed 50 per 
cent. of the actual value of the 
property, and these limitations have 
proved a deterrent to the making 
of loans upon real estate security in 
the volume authorized by the law. 
A simple amendment extending the 
term of the loan to three years and 
the amount to 65 per cent. of the 
property value would, it was sug- 
gested, go far towards accomplish- 
ing the end desired by Senator Cal- 
der. 

During the course of the hearing 
a number of telegrams from na- 
tional banks in opposition to the 
bill-in its present form were filed. 
It can be safely predicted that 
nothing will be done with this bill 
in the present Congress. The Eco- 
nomic Policy Commission of the 
Association gave some considera- 
tion to this bill at its recent meet- 
ing and appointed a special commit- 
tee to give full consideration to the 
question of authorizing national 
banks to establish savings depart- 
ments and of segregation of assets 
and to make report to the Commis- 
sion in time for it to make recom- 
mendation on the subject to the 
Executive Council of the Associa- 
tion at its spring meeting. 


The McFadden Federal Reserve 
Board Amendment 


The McFadden bill, H. R. 14903, 
to change the personnel and term 
of appointment of members of the 
Federal Reserve Board and abolish 
the office of the Comptroller of the 
Currency, digest of which was pub- 
lished on page 468 of the January 
JourRNAL, has been indorsed by the 
Economic Policy Commission for 


recommendation to the Executive 
Council, with some minor modifica- 
tions. More detail as to this will be 
found in another part of the Jour- 
NAL in connection with the account 
of the proceedings of the Economic 
Policy Commission at its recent 
meeting. 


Equality of Rediscount 
Privileges 


Efforts have been made to secure 
an early and favorable report of the 
McFadden bill, H. R. 15303 (di- 
gested in January JOURNAL at page 
468), to place state bank members 
on an equality with national bank 
members with respect to the privi- 
leges of discount with Federal re- 
serve banks. The bill is still pend- 
ing in the House Committee on 
Banking and Currency, but it is 
also being considered by members 
of the Senate Banking and Cur- 
rency Committee and we are hope- 
ful that the bill will be pushed 
through before the end of the pres- 
ent Congress. 


Misuse of Titles “Bank” and 
“Trust Company” in Texas 


Now that the Texas legislature 
is again in session we trust that it 
will enact an amendment to its 
banking law which will prevent the 
use of the words “bank” and “trust” 
by irresponsible persons. Our 
members will recall that a little 
over a year ago our Association 
obtained an injunction against an 
unincorporated firm who were op- 
erating under the title of a “bank 
and trust company” and who were 
promoting oil stock, from making 
false claim of membership in the 
American Bankers Association. In 
the JourNAL for December, 1919, 
we published an article upon the 
misuse of the title “bank and trust 
company” by private firms in Texas 
and recommended an amendment to 
the Texas law aimed to effectually 


‘prevent private concerns, whether 


engaged in banking business or not, 
from representing to the public or 
conveying the impression through 
signs, advertising or letter heads 
that the concern is incorporated un- 
der the Texas banking law. The 
present law, it is true, requires that 
the word “unincorporated” be used 
after the name, but, it has been 
demonstrated, this is insufficient as 


a safeguard and it is entirely pos- 
sible for two or three private indi- 
viduals of doubtful financial re- 
sponsibility to advertise themselves 


as “The Bank and Trust 
Company, unincorporated,” the 
word “unincorporated” being 


printed beneath the title in small 
and hardly noticeable type, and 
while ostensibly doing a banking 
business and using the prestige that 
a bank and trust company affords, 
to fleece the investing public out 
of thousands of dollars by soliciting 
investments in worthless securities. 
Since the publication of the article 
referred to, new complaints have 
been received from member banks 
of concerns located in Texas and 
using the name of a trust company 
for the promotion of oil stocks. We 
trust that the Texas Bankers Asso- 
ciation will urge at this session of 
the legislature an amendment to the 
Texas banking law which will re- 
strict the use of the titles “bank” 
and “trust company” to reputable 
institutions under official super- 
vision and prevent such use by irre- 
sponsible persons. This is neces- 
sary to the protection of investors, 
as well as to prevent the good name 
of banking and trust company in- 
stitutions from being brought into 
disrepute. 


“Bad Check” Law of New York 


An attempt will be made during 
the present session of the New York 
legislature to amend the bad check 
law of New York by making it con- 
form more nearly to the draft of 
law recommended by the American 
Bankers Association. The A. B. A. 
draft is as follows: 


Section 1. Any serson who with in- 
tent to defraud shall make or draw or 
utter or deliver any check, draft or order 
for the payment of money upon any 
bank or other depositary, knowing at 
the time of such making, drawing, utter- 
ing or delivery that the maker or drawer 
has net sufficient funds in or credit with 
such bank or other depositary for the 
payment of such check, draft or order 
in full upon its presentation, shall be 
guilty of a (felony or misdemeanor), 
and upon conviction thereof shall be 
fined not more than five thousand dol- 
lars, or imprisoned not more than five 
years, or both. The making, drawing, 
uttering or delivering of such check, 
draft or order as aforesaid, shall be 
prima facie evidence of intent to de- 
fraud. The word “credit” as used 
herein shall be construed to mean an 
arrangement or understanding with the 
bank or depositary for the payment of 
such check. draft or order. 
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This law has been enacted with 
more or less modification in a large 
number of states. 
forms the basis for Section 1292a 
of the Penal Law of New York, 
added by Chapter 314, Laws of 
1918, except the New York law so 
far differs from the original draft as 
to be ineffective to a large degree. 

In brief, the differences between 
the A. B. A. draft and Section 
1292a are these: 

1. Both make it a crime for a 
person, with intent to defraud, to 
make, utter or deliver a check 
knowing at the time that the maker 
has not sufficient funds, except that 
Section 1292a couples as a neces- 
sary element to constitute the crime 
“if money or property is obtained 
from another thereby.” This con- 
dition should be eliminated. A may 
give to his wife a bad check and she 
may innocently negotiate it for 
goods. A has received no money or 
property on the check and therefore 
is not a criminal. The wife is in- 
nocent of any wrongdoing and can- 
not be punished. In every case 
where A issues his bad check with- 
out receiving present value there- 
for, as in payment of a debt or as a 
gift, and an innocent payee negoti- 
ates the check, no one can be pun- 
ished, for A has received nothing 
for the check and the payee is inno- 
cent. And yet A has put afloat a 
bad check which can do as much 
damage as if he had set afloat a 
piece of counterfeit money. The 
A. B. A. statute punishes the mere 
issue of a bad check with intent to 
defraud. 

2. The A. B. A. draft provides 
that the making, drawing, uttering 
or delivering a check without funds 
shall be prima facie evidence of in- 
tent to defraud; and this is very 
important, as it throws the burden 
of proof upon the accused to show 
that he innocently issued the check. 
Section 1292a, however, virtually 
nullifies this provision by adding 
thereto “unless such maker or 
drawer shall have paid the drawee 
thereof the amount due thereon, to- 
gether with interest .and protest 
fees, within ten days after receiving 
notice that such check, draft or or- 
der has not been paid by the 
drawee.” Under this, although a 
man has committed a crime he can 
free himself of criminality if he 
makes good the amount within ten 


It constitutes or’ 


days. This qualification should be 
eliminated. 

3. The last sentence of the A. B. 
A. draft defining the word “credit” 
is in the present New York law 
and should, of course, remain. 

It is to be hoped that the efforts 
to amend the New York law in this 
respect to facilitate the conviction 
of criminals will meet with success. 


Legislative Work in Indiana 


Robert A. Morris of Fairmount, 
Ind., state chairman of the State 
Legislative Council of the Ameri- 
can Bankers Association for Indi- 
ana, has reported to the Committee 
on State Legislation that he has ar- 
ranged to cooperate with the Legis- 
lative Committee of the Indiana 
Bankers Association in an effort to 
pass the Uniform Warehouse Re- 
ceipts Act, the Stock Transfer Act, 
Derogatory Statements Act, Bur- 
glary with Explosives Act and the 
act permitting state banks to sub- 
scribe for stock in foreign corpora- 
tions under the Edge law. 

Mr. James S. Royse of Terre 
Haute, another member of the 
American Bankers Association Leg- 
islative Council, joined him in this 
conference and rendered very valu- 
able assistance. strong  sub- 
committee is also assisting in this 
matter and the Indiana committee 
hope to be able to show satisfactory 
results at the close of the legisla- 
tive session. 


State Enabling Legislation for 
Edge Law Corporations 


The Committee on State Legisla- 
tion included in its program of 
recommended legislation for 1921 
(forwarded in December last to the 
State Legislative Council, secreta- 
ries of state bankers associations 
and other interested workers) a 
draft of bill to authorize state banks 
to invest in the stock of Edge law 
corporations under a similar grant 
of power to that given national 
banks by Section 25 of the Federal 
Reserve Act, except that the door 
is thrown open to all state institu- 
tions irrespective of the amount of 
their capital. Copy of this draft of 
bill was published in the January, 
1921, JourRNaL, at page 486. The 
committee is following up this in- 
itial move for legislation on this 
special subject by additional efforts 


intended to create a more full reali- 
zation by legislative committees and 
banks of the impértance of prompt 
enactment of this bill. When it is 
realized that over forty state legis- 
latures meet this year, some of them 
with sessions running a compara- 
tively short period, while less than a 
dozen meet next year, and there 
will be no opportunity for such en- 
abling legislation in most of the 
states, if not passed this year, for 
two years to come, the necessity for 
prompt action is apparent. Michi- 
gan is the only state, so far as we 
know, that has positive enabling 
legislation of this character at the 
present time. There may be some 
other states in which it is possible 
the law may be construed favorably 
to the subscription power of state 
institutions, but for all the states, 
the enabling act recommended by 
the American Bankers Association, 
conforming in its main provisions 
to the enabling act passed by Con- 
gress for the national banks (Sec. 
25, F. R. Act), is eminently to be 
preferred. The American Bankers 
Association has indorsed the Edge 
Act and the formation of corpora- 
tions thereunder, and in order that 
state institutions may have the 
privilege or opportunity of part 
ownership in these corporations, it 
is necessary that enabling legisla- 
tion be passed in the different states. 


The Burglary and 
Hold-up Menace 


Under the caption: “The Burg- 
lary and Hold-Up Menace—Whose 
Problems” in the November issue 
of “The Kansas Banker” a strong 
appeal is made for legislation pro- 
viding more adequate punishment 
for the crime of bank burglary or 
robbery, and states: “The 1921 ses- 
sion of the Kansas legislature 
ought not to adjourn without hav- 
ing made at least bank hold-up 
punishable by life imprisonment, 
with added severities to the punish- 
ment of any form or degree of 
bank burglary. It is a crime with- 
out provocation; it is thought out 
in the dark far ahead; its execu- 
tion planned. It has none of the 
extenuations which sometimes may 
partially justify or ameliorate 
crime.” 
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Home Economics and Banking 


By SARAH J. MacLEOD* 
Director Bureau of Home Economics, Society for Savings, Cleveland, Ohio 


HAT are the tangible re- 
W sults of the home econom- 
ics bureau in a bank? 

Do the inquirers appreciate and 
follow the advice of the expert? 

What does it really do for the 
bank? 

Several banks which have made 
inquiry at our institution and of the 
Savings Bank Division of the 
American Bankers Association 
should be interested in the follow- 
ing facts: 


Results in Home Savings 


Statistics which can be compiled 
by reference to the reports from 
those who kept budgets last year 
are not such as will furnish the 
kind of replies which may be ex- 
pected. In fact, the results would 
only be evident to a person who has 
had experience in handling such 
data. 

During the first two weeks in 
January our bureau had 430 orig- 
inal inquiries, of which 156 were 
from people who called for new 
budget books and gave an interest- 
ing return of some kind for the 
year 1920. The result of those re- 
ports and of previous observation 
indicates that the three things 
which the bureau is doing may be 
reduced to the following terms: 

1. Many people have saved who 
have never saved before. 

2. Others have increased their 
savings, in some cases doubling 
them, although the incomes have 
not been increased. 

3. Still others have made ad- 
justments in their spending so that 
they have obtained a better bal- 
anced living and this has resulted 
in greater happiness and savings in 
the family. 

For specific cases I would refer 

*Recent JourNnAL articles on home economics 
work by banks include “New Phases in Sav- 
ings Banking,” Leo Day Woodworth, Vol. 
XII, p. 445 “The Budget System in the 
American Home,” Alexander C. Robinson, 
Vol. XIII » Be 327; “The Bank and Home 
Economics, rs. Allan Prescott Stevens, Vol. 
XIII, p.. 329; “Report of Committee on 
Savings, Savings Bank Division, 1920,” W. E. 
Knox, Chairman, Vol. XIII, 322; “The 
Home Service firs. Clarence 
Renshaw, Vol. I, Pe 356; and various items 


in the Division’s Department 
each month. 


to the following recent remarks and 
experiences : 

“I want to find out about the 
household budget ; a friend of mine 
was talking to me about it and he 
says it has been such a help to him. 
When he came to you he was not a 
depositor, but after getting so much 
help from the society he felt that 
he certainly ought to have an ac- 
count, so he opened one.” 

“The budget certainly has helped 
us. This year our budget was shot 
to pieces by a big doctor’s bill, but 
by studying our accounts we were 
able to make adjustments so that 
we paid our doctor’s bill and missed 
no payments on our home. We'd 
never have been able to have started 
buying a home but for the budget.” 

“I am opening this account with 
the money I have saved since using 
the budget.” 

“Last year I got careless because 
things were so high and I didn’t 
think it was worth while doing any- 
thing, but last December I made up 
my mind, after talking to you, that 
I’d save $1,200 this year—$600 
more than last year—and I want to 
tell you that I made a deposit today 
that made the $1,200 mark—but 
couldn’t have done it without your 
help.” 

“I’m not very proud of the ap- 
pearance of my budget book so far 
as neatness goes, but because of it 
I’ve been able to revive a dead ac- 
count at the Society for Savings.” 

“T wouldn’t be without a budget. 
We’ve never known why we 
weren't getting ahead, but now we 
can see some reasons ; one thing, we 
had a Ford and never thought it 
cost much to run it, but when we 
really found out what it did cost, 
we decided we had no business to 
have an automobile of any kind on 
our salary, but no one could have 
told me that—figures had to show 
me. That’s only one of a number 
of things the budget did for me.” 

In 1920 close to 3,000 people 
were registered at the bureau. 
There were, of course, many more 
interviews than this, as people are 
registered only on‘ their first call. 
The range of incomes was from 
$1,200 to $25,000 a year. 
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Method of Work 


The major work of the bureau 
consists of interviews in the bank. 

The first interview is only a start- 
ing point; people are invited to 
come back, as often as they desire, 
for further help in making adjust- 
ment in their spending and also for 
general information on household 
management. People bring their 
problems of personal and family 
finance, each case is treated individ- 
ually and when desired blanks for a 
“Household Budget” or “Personal 
Expense Account” are given. The 
important thing, however, is not 
the blank book we give—it is the 
advice and plan for the use of the 
income which is paramount; the ac- 
count book is only the tool which 
will show how closely the plan is 
being followed. 

It would not have been surpris- 
ing to find hesitancy in disclosing 
the details of the incomes and ex- 
penditures, but usually people are 
very frank. Sometimes there is a 
shyness and an awkwardness in get- 
ting started but by a few indirect 
questions the client is put at ease 
and the story is told. They come 
to the bureau in much the same 
way in which they go to their law- 
yer—they want unprejudiced and 
impersonal advice. 

Another important part of the 
work is the giving of talks to vari- 
ous groups such as public and 
private schools, college students, 
librarians, factory employees, wom- 
en’s clubs and Y. W. C. A. clubs. 
An effort is made to suit these talks 
to the particular audience; for in- 
stance, to the factory groups and 
children, thrift and systematic sav- 
ing are of more interest than 
budgets. 

The budget leaflets, together 
with signs in the bank, newspaper 
advertising and publicity, are the 
ways in which people first learned 
about the bureau. Now, however, 
about one-half of the people who 
come are sent by friends whom the 


- bureau has benefited. 


ill 


Conversion of State Into Na- 
tional Bank—Issue of New 
Without Cancellation of 
Old Stock 


Stock of a state bank in South 
Dakota was pledged as collateral 
to a bank in Minnesota and subse- 
quently, without the knowledge of 
the pledgee, the bank was converted 
into @ national bank and new stock 
issued, but the stock in the hands 
of the pledgee was not called in for 
cancellation. Six months thereafter 
the national bank failed and the 
pledgee seeks to hold the directors 
and officers for not recalling the 
stock. Opinion: Had no new stock 
been issued, no liability would at- 
tach to the directors and officers, as 
the law does not require the calling 
in of the old and issue of new stock, 
although such procedure is prefer- 
able; but new stock having been 
issued without requiring production 
and surrender of an outstanding 
certificate held in pledge, there 
might be a liability which might de- 
pend upon whether the transaction 
constituted a conversion of the 
pledgee’s property in the shares or 
was a mere ultra vires issue of a 
void new certificate, the old certifi- 
cate still carrying full shareholder's 
rights. 

From Minnesota—Will you have the 
kindness to favor us with your opinion 
in the following situation: 

1. The president of a state bank, or- 
ganized under the laws of South Dakota, 
put up as collateral, stock of a bank, 
the stock being properly signed by the 
required officers of the bank and 
properly sealed. 

2. Subsequently, without the kuowl- 
edge of the holder of the certificates 
put up as collateral, the bank is con- 
verted into a national banking institu- 
tion and new stock is issued under the 
nationalization. 

3. The state bank stock as put up as 
collateral is not called in fort cancella- 
tion. 

4. The national banking institution, 
converted from the state bank—and all 
within six months time from the time 
of nationalization—fails, and the stock 
promises to be worth nothing, and the 
stockholders of the new bank will be 
asked to make good on their double 
liability. 

Question: Does any liability attach to 
the directors and officers of the old 
state bank for not recalling the stock 


Opinions of the General Counsel 


THOMAS B. PATON 
General Counsel 


of the state bank? In further explana- 
tion will say that the directors, outside 
of the officers, are men of responsibility. 


Section 5154, U. S. Revised 
Statutes, as amended by Section 8 
of the Federal Reserve Act, permits 
state banks to convert into national 
banks, with the approval of the 
Comptroller of the Currency, by 
vote of shareholders owning not less 
than 51 per cent. of the stock, pro- 
vided that the conversion is not in 
contravention of state law. It was 
formerly held by the United States 
Supreme Court (Casey v. Galli, 94 
U. S. 673) that no authority from 
a state is necessary to enable a state 
bank to become a national bank; 
but the Federal Reserve Act has 
since amended Section 5154 by the 
enactment of the above proviso. 
That section further provides that 
the articles of association and 
organization certificate may be ex- 
ecuted by a majority of the direc- 
tors, who also are given power “to 
execute all other papers and to do 
whatever may be required to make 
its organization perfect and com- 
plete as a national association.” 
The section further provides that 
the shares may continue for the 
same amount as before the conver- 
sion; that the directors may con- 
tinue to be directors until others 
are elected or appointed and that 
when the Comptroller issues his 
certificate that the law has been 
complied with, the bank, its stock- 
holders, officers and employees have 
the same powers and privileges and 
are subject to the same duties, lia- 
bilities and regulations in all re- 
spects as prescribed for: national 
banks. 

The South Dakota statute, with 
respect to the reorganization of a 
state bank as a national bank, pro- 
vides : 

“Any bank organized under this 
chapter may reorganize under the 
laws of the United States as a 
national bank. As soon as such 
bank shall have obtained the cer- 
tificate from the comptroller of the 
currency, authorizing it to com- 
mence business under the United 
States banking law, such reorgan- 
ized bank shall take and hold all 
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the assets, real and personal, of such 
bank organized under this chapter, 
subject to all liabilities existing 
against such bank at the time of 
such reorganization; and shall im- 
mediately notify the superintendent 
of banks of such reorganization and 
transfer.” (Rev. Code, So. Dak., 
1919, §8972.) 

It has been held that the certifi- 
cate of the Comptroller of the Cur- 
rency is conclusive as to the regu- 
larity of the proceedings by which 
the conversion was effected. (Casey 
v. Galli, 94 U. S. 673; Keyser v. 
Hitz, 13 D. C. 473.) 

On conversion into a national 
banking association a bank ceases 
to exist as a state bank (State v. 
Baltimore Nat. Bank, 33 Md. 75), 
but its identity or corporate ex- 
istence is not destroyed (Mich. Ins. 
Bank v. Eldred, 143 U. S. 293) and 
the officers of the old bank become 
officers of the new one until their 
successors are elected, without re- 
gard to their qualifications. (Lock- 
wood v. Mechanics Nat. Bank, 9 
R. I. 308.) 

Every holder of shares of the 
capital stock of the state bank be- 
comes a stockholder of the capital 
stock of the new bank,.to the amount 
of his shares, and as such is sub- 
ject to the liabilities imposed by 
the National Banking Act on such 
stockholders; (Casey v. Galli, 94 
U. S. 673; Aldrich v. Bingham, 131 
Fed. 363; State v. Phoenix Bank, 
34 Conn. 205), and it is not ma- 
terial that new certificates of stock 
were not issued. (Keyser v. Hitz, 
13 D. C. 473.) 

In the case stated by you, stock 
of a state bank in South Dakota 
had been pledged as collateral and 
subsequently without the knowl- 
edge of the pledgee the bank is con- 
verted into a national bank and new 
stock issued but the state bank 
stock in the hands of the pledgee is 
not called in for cancellation. Six 
months thereafter the national bank 
fails. Your question is whether any 
liability attaches to the directors and 
officers of the state bank for not re- 
calling the stock of the state bank 
in the hands of the pledgee. 
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Had no new stock been issued, no 
liability would attach to the direc- 
tors and officers for not calling in 
the old stock for cancellation. The 
law does not require the calling in 
of the old and issue of new stock, 
although such procedure is doubt- 
less preferable, but the holder of 
the old stock becomes ipso facto a 
stockholder in the new association. 
Neither the Federal nor the South 
Dakota statute makes such a re- 
quirement and it has been held, as 
shown above, that it is not material 
that new certificates of stock are not 
issued. 

But in the case stated, I under- 
stand, the directors and officers is- 
sued new stock in place of the stock 
in the hands of the pledgee, with- 
out calling in same for cancellation. 
According to some decisions this 
would be a conversion of the prop- 
erty of the holder of the old stock 
—in this case the pledgee—which 
would render the corporation liable 
in damages (Allmon v. Salem 
Bldg. & Loan Assn., 114 N. E. [Ill.] 
170; Joslyn v. St. Paul Distilling 
Co., 46 N W. [Minn.] 397; First 
National Bank v. Lanier, 11 Wall. 
369), and probably also the direc- 
tors and officers. (Bruff v. Mali, 
36 N. Y. 200; Clark v. Edgar, 12 
Mo. App. 345; aff’d 84 Mo. 106.) 

But according to other cases a 
corporation has no power to take 
away from the owner, without his 
consent, his property in unsurren- 
dered shares by the issue of new 
stock and to substitute therefor a 
mere right of action against the 
corporation. According to these 
cases the new certificates are void 
and the original owner continues to 
be the owner of the shares. (Parker 
v. Almy, 109 N. E. [Mass.] 733; 
Pratt v. Taunton Copper Co., 123 
Mass. 110; Machinists Nat. Bank 
v. Field, 126 Mass. 345.) 

In Litchfield v. Henson Oil Co., 
157 Pac. (Okla.) 137, for example, 
the president of an oil company held 
a certificate for 200 shares which 
was pledged as collateral to the 
plaintiff, a banker. Thereupon the 
president, representing that the cer- 
tificate was out of his possession 
and had not been pledged, obtained 
reissue of a new certificate. The 
plaintiff, holder of the original 
stock as collateral security, brought 
a suit in equity against the company 
for the purpose of securing a de- 


cree compelling it to recognize him 
as the owner of the shares and to 
account to him as such shareholder. 
The court upheld his contention and 
decreed him entitled to a transfer 
on the books. It held that a cor- 
poration “cannot reissue such stock, 
without the surrender of the original 


certificate, to a person in whose 


name it stands on the books of the 
company and thereby escape liabil- 
ity to a person who holds such stock 
by assignment and delivery of the 
same. Such reissued stock is fraud- 
ulent and void as against the 
rights of the bona fide holder of the 
original.” 

If the view proclaimed by the 
cases last cited is to prevail, namely, 
that the original holder retains his 
rights of ownership and is not de- 
prived of same by the issue of new 
stock, then I doubt that there 
would be any right of action by the 
pledgee against the directors and 
officers, because their acts in issuing 
new stock without surrender of the 
old would be ineffectual and void, 
so far as the old stock is concerned, 
and would not deprive the pledgee 
of any property rights upon which 
the latter could base an action of 
damages for conversion. On the 
other hand, if the view is to prevail 
that upon the issue of new certifi- 
cates, the original owner of the un- 
surrendered stock ceases to be the 
owner of the shares and that a lia- 
bility is thereupon incurred to the 
real owner for conversion of his 
shares, then I think there might be 
a ground of action against the di- 
rectors who authorized such con- 
version. 


Collection of Check 


A stock buyer gave his check in 
payment of cattle on a local bank, 
which the payee took to his own 
town in the same county, having 
been assured by the assistant cash- 
ier of the drawee bank that it would 
be paid on presentment. The payee 
deposited the check for credit in 
his home bank and withdrew the 
proceeds. The check was for- 
warded through a_ city corres- 
pondent but refused payment on 
presentment because of insufficient 
funds. The home bank was advised 


of non-payment by phone and it in- 
structed that the check be returned 
without protest through the city 
correspondent. This was done, and 


when the check reached the home 
bank the payee was advised of non- 
payment and gave his note for the 
amount, but subsequently threat- 
ened to sue the home bank for non- 
protest. The home bank inquires 
as to its liability and also as to lia- 
bility of the drawee upon its prom- 
ise to pay the check. Opinion: (1) 
the drawee is not liable as acceptor 
because its promise was not in 
writing; (2) the home bank is not 
liable as the check did not require 
protest and the liability of the payee 
as indorser was preserved by due 
demand and notice. 


From South Dakota—On October 
7 one of our patrons in Wilmot sold 
some cattle in Peever, S. D., in this 
county and state. As the stock buyer 
was busy he asked him to go to the 
— Bank in Peever and the banker 
would make the check for him, This he 
did and the check was signed for the 
buyer by the assistant cashier. Our 
patron then asked if he could take the 
check to Wilmot and cash it there; if 
it would be good upon being re- 
ceived at Peever. The assistant cashier 
assured him it would, to which he 
claims to have witness. Our patron held 
the check until October 14, then brought 
it here to Wilmot and deposited it in 
our bank for credit We in the ordi- 
nary course remitted to our correspon- 
dent in St. Paul and they in turn remit- 
ted to the Peever bank, but there being 
no funds on deposit at that time pay- 
ment was refused. The Peever bank 
called us on the phone and asked if we 
wanted the check protested. We, think- 
ing to save our customer protest fee, 


~ told them we did not and the check 


was then returned to St. Paul and by 
them to us. As our customer did not 
have sufficient funds to charge his ac- 
count we advised him of the refusal 
and he gave us a note to cover. As the 
stock buyer is unreliable, he tried to 
get the cattle back but was able to get 
one bull only, for which he allowed 
$100, leaving him still short $414.65 
which he is unable to collect from the 
maker. Our patron has seen an attorney 
and has been advised that he should 
look to this bank for payment, claim- 
ing that by our accepting the check 
back without protest we were lia- 
ble and that we should look to the 
Peever bank for payment. Your opin- 
ion as to our ability will be appreci- 
ated. We hold that the Peever bank in 
stating that the check would be paid 
upon presentation should have made 
payment. 


Your inquiry involves two ques- 
tions, (1) whether the bank in Pee- 
ver is liable on this check and (2) 
whether your bank is liable to your 
customer for non-protest of the 
check. 

1. The bank at Peever is not li- 
able on this check. I do not under- 
stand that this was a cashier’s 
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check, but a check drawn on the 
bank at Peever by the stock buyer 
and signed for him by the assistant 
cashier. Such signature would be 
as agent of the drawer and not as 
an Official of the bank. Further- 
more, the fact that the assistant 
cashier assured the holder in the 
presence of a witness that the check 
would be good and would be paid 
when it was presented for payment 
at Peever, after being taken to 
Wilmot and deposited in bank 
there, did not make the bank at 
Peever liable on the check. Under 
the Negotiable Instruments Act the 
acceptance of a check must be in 
writing and an oral promise to pay 
made by an officer of the bank on 
which the check is drawn is not 
binding on the bank. 

2. Nor do I think your bank can 
be held liable for non-protest of 
this check. The check was drawn 
and payable at Peever and was not 
a foreign bill of exchange, which 
requires protest as the only evidence 
of dishonor by non-payment. The 
Negotiable Instruments Act pro- 
vides (Section 118) that “where 
any negotiable instrument has been 
dishonored it may be protested for 
non-acceptance or non-payment, as 
the case may be; but protest is not 
required except in the case of for- 
eign bills of exchange.” It is fur- 
ther provided (Section 152) that 
“where a bill does not appear on its 
face to be a foreign bill, protest 
thereof in case of dishonor is unnec- 
essary.” This check clearly is not a 
foreign bill of exchange and did not 
require to be protested, although 
such protest was permissible. The 
relation of your bank to your cus- 
tomer, as I see it, was not that of 
collecting agent, but the check 
being deposited in your bank at 
Wilmot for credit and the proceeds 
checked out, you became owner of 
the check and your customer liable 
thereon as indorser. The engage- 
ment of the indorser is that on due 
presentment the check shall be paid 
and that if it be dishonored and the 
necessary proceedings on dishonor 
be duly taken, he will pay the 
amount thereof to the holder. It 
would seem that there was due pre- 
sentment of this check, as it was 
forwarded in ordinary course 
through a St. Paul bank. The mod- 
ern authorities hold that present- 
ment through a correspondent is a 


reasonable method of presentment 
and it is no longer necessary to 
send direct to an agent at the place 
of payment. See, for example, 
Plover Savings Bank v. Moodie, 
110 N. W. (Iowa) 29; 113 N. W. 
476, in which it was held sufficient 
diligence to charge an indorser if 
a check on a bank in another place 
is forwarded through various 
banks for collection in accordance 
with the regular usage of the busi- 
ness, although presentment might 
have been more promptly made if 
a more direct course had been 
taken. Presumably, also, due no- 
tice of dishonor was given your 
customer as indorser of this check. 
You say after the check was refused 
it was returned to St. Paul and then 
to your bank at Wilmot and you 


advised your customer of the re- » 


fusal and he gave you a note to 
cover the amount. Presumably 
what was done was sufficient to ful- 
fil the requirement that due notice 
of dishonor must be given the in- 
dorser, but in any event, even as- 
suming an irregularity, the giving 
of the note by your customer would 
constitute a waiver by him of any 
rights he had in that respect. See, 
for example, Weil v. Corn Ex- 
change Bank, 116 N. Y. Supp. 665, 
where a customer of a bank who 
was indorser of a check deposited 
with the bank was not given due 
notice of its dishonor. With 
knowledge thereof he gave his own 
check for the dishonored check and 
sued the bank for its failure to give 
him due notice of dishonor. It was 
held that plaintiff had waived the 
bank’s laches and could not recover. 
But in your case it would appear 
that due notice of dishonor was 
given and, there having been due 
presentment and notice of dishonor, 
your customer became liable to 
your bank as indorser of the dis- 
honored check, which liability he 
has in fact already recognized by 
the giving of a note. 

To summarize the conclusion 
reached: The bank at Peever is not 
liable on this check, nor is your 
bank liable to your customer for 
failure to cause protest to be made. 
To the contrary, your customer was 
liable to your bank as indorser of 
the check and is now liable to your 
bank upon the note given to take 
up the check, and his sole recourse 
is upon the stock buyer. 


Conversion or Embezzlement of 
Stock Certificates 


Where the drawee of a draft to 
which are attached stock certificates 
retains the stock certificates for an 
unreasonable time after demand, 
without remitting the amount of the 
draft, he is liable in a civil action 
of trover for conversion of the 
drawer’s property—He ‘might also 
be held criminally liable for em- 
beszlement if it can be proved that 
such retention was with fraudulent 
intent to deprive the owner of his 
property, provided he held such cer- 
tificates in some trust or agency 
capacity and was not mere debtor 
for the amount of the draft. 


From Wyoming—We have had a 
peculiar case come up in our institution 
upon which we would like your advice. 
The circumstances are as follows: 

One of our clerks remitted two sight 
drafts, to which were attached some 
stock certificates, direct to the party on 
whom the drafts were drawn. This 
party received the registered letter in 
which the items were enclosed, but to 
date we have had no remittance cover- 
ing the letter, or a return of the stock 
certificates that were attached to the 
drafts. . 

We realize that this was a mistake on 
our part, as the drafts should have been 
remitted to a bank for collection, but 
the question in my mind is whether we 
would have a criminal action against 
the drawee or a civil action, for the re- 
covery of the value of the drafts. 

We will thank you very much for any 
information you can give us in this mat- 
ter. 


If upon due demand the ad- 
dressee refused to return the stock 
certificates, not having paid the 
draft therefor, he would un- 
doubtedly be guilty of conversion 
and would be civilly liable in an 
action of trover. 

But whether, in addition, the re- 
tention for an unreasonable time 
and failure to return either stock 
certificates or money would make 
him criminally liable for embezzle- 
ment is a more uncertain question. 

Embezzlement has been defined 
broadly as the fraudulent appropri- 
ation of another’s property by a 
person to whom it has been in- 
trusted or into whose hands it has 
lawfully come; and, indeed, this or 
substantially similar language is 
used in practically all of the cases 
where a definition of the offense has 
been attempted. (Moore v. U. S., 
160 U. S. 268; State v. Lyon, 45 
N. J. L. 272; Siegel v. Levine, 147 
N. Y. Suppl. 78; McCann v. U. S., 
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2 Wyo.. 274.) The statutes of em- 
bezzlement generally, if not always, 
require that the property shall have 
been received or held by the accused 
in some particular character, and 
the conversion of property will not 
constitute embezzlement unless it 
was so received or held. (De Leon 
v. Terr., 9 Ariz. 161; in re Huston, 
27 Ida. 231, 147 Pac. 1064; State v. 
Stoller, 38 Iowa 321; Com. v. Wil- 
liams, 3 Gray [Mass.] 461.) 

As the embezzlement statutes 
were designed to reach those cases 
in which a person converts property 
of which he has lawful possession 
by virtue of a delivery to him either 
by or for the owner, it has been 
held that they are limited to cases in 
which there is a relation of trust or 
confidence, although there need be 
no technical trust. (Jn re Grin, 112 
Fed. 790; People v. Dougherty, 143 
Cal. 593; Com. v. Weddle, 176 Ky. 
780, 197 S. W. 446; Com. v. But- 
terick, 100 Mass. 1; People v. 
Scharf, 217 N. Y. 204; State vw. 
Covert, 14 Wash. 652.) 

Thus, if the relation between 
prosecutor and accused with refer- 
ence to the money or other property 
received or held by accused is 
merely that of debtor and creditor, 
then the accused is not guilty of 
embezzlement in using the money 
or property for his own benefit. 
(People v. Flynn, 118 N. Y. S. 533; 
People v. Paine, 72 N. Y. Suppl. 3.) 

As in the case of larceny, to con- 
stitute embezzlement there must be 
a fraudulent intent to deprive the 
owner of his property and appropri- 
ate same. (U.S. v. Breese, 131 
Fed. 915; Com. v. Tuckerman, 10 
Gray [Mass.] 173; State v. Egan, 
84 N. J. L. 701; People v. Mea- 
dows, 199 N. Y. 1; State v. Hatu- 
pin, 99 Wash. 468.) 

If it could be shown in the case 
submitted that the addressee re- 
ceived these stock certificates and 
retained them for an unreasonable 
time after demand therefor, with 
the fraudulent intent to deprive the 
owner of his property, not intending 
to pay the draft for same, it is pos- 
sible that he might be held crim- 
inally liable, but the question is not 
free from doubt, depending, prob- 
ably, upon whether he held such 
certificates in some trust or agency 
capacity, or merely became debtor 
for the amount of the draft. 


Conveyance of Real Estate by 
National Bank 


Where the by-laws of a national 
bank in Wisconsin provide that con- 
veyances of its real estate shall be 
signed by the president or cashier 
and the statute of Wisconsin pro- 
vides that conveyances of land 
owned by a corporation “organized 
under any law of this state” shall 
be signed by the president or other 
authorized officer and countersigned 
by the secretary, assistant secretary, 
assistant cashier or clerk thereof, it 
would seem that such statute would 
not be held to apply to a national 
bank and that a deed executed in 


‘accordance with its by-laws would 


be eligible for record. 


From Wisconsin—On page 478 of 
Pratt’s Digest, 1917 edition, we read 
under the title: “Conveyance of Real 
Estate,” Section 11: 


“All transfers and conveyances of 
real estate shall be made by the as- 
sociation, under seal, in accordance 
with the orders of the board of di- 
rectors, and shall be signed by the 
president or cashier.” 


The laws of the state of Wisconsin 
prescribe that all conveyances of real 
estate, executed by a corporation or- 
ganized under the laws of this state, 
shall be signed by the president or 
vice-president and countersigned by the 
cashier or a clerk. Conveyances eligible 
for record are those executed in accord- 
ance with the state’s requirements. 
Would a _ national bank conveyance 
signed by the president or cashier convey 
good title? Would: it be eligible for 
record in this state? 


The Wisconsin statutes govern- 
ing the execution of conveyances of 
land within the state provide (Sec- 
tion 2216) that all conveyances ex- 
ecuted within the state shall be 
executed in the presence of two 
witnesses and when such convey- 
ances are of lands owned by a cor- 
poration “organized under any law 
of this state” they must be signed 
by the president or other authorized 
officers, sealed and countersigned 
by the secretary, assistant secretary 
or assistant cashier or clerk thereof. 
It is further provided (Section 
2218) that if such conveyance be 
executed in any other state, terri- 
tory or distriet of the United States 
it may be executed in the manner 
provided by Section 2216 or ex- 
ecuted and acknowledged according 
to the law of such state, territory 
or district. 

A national bank located in Wis- 
consin is not a corporation “organ- 


ized under the law of this state” 
and the Wisconsin statutes seem- 
ingly contain no specific provision 
as to the manner of execution of 
deeds of lands in the state owned 
by national banks. 

The National Bank Act empow- 
ers national banks to prescribe by 
its board of directors ‘by-laws not 
inconsistent with law,” regulating 
the manner, among other things, in 
which its general business shall be 
conducted (Rev. Stat., Sec. 5136), 
and also empowers such banks to 
purchase, hold and convey real es- 
tate for certain purposes (Sec. 
5137). 

It is usual for national banks in 
conveying real estate to act through 
the president or cashier duly author- 
ized by regular resolution of its 
board of directors. You quote from 
Pratt’s Digest as follows: 


“Conveyance of Real Estate. Section 
11. All transfers and conveyances of 
real estate shall be made by the associa- 
tion, under seal, in accordance with the 
orders of the board of directors, and 
shall be signed by the president or 
cashier.” 

You will note that this is Section 
11 of a suggested form of by-laws 
recommended for adoption by na- 
tional banks newly organizing, hav- 
ing been found to cover the general 
requirements of national banks; 
and doubtless the by-laws of many 
national banks contain such a provi- 
sion. 

Assuming the by-laws of a na- 
tional bank in Wisconsin contain 
such a provision, or in the absence 
of by-law that there is a similar 
authorizing resolution of the board 
of directors, it would seem that a 
deed of land signed by either the 
president or cashier would be valid 
unless contrary to the Winconsin 
law. Section 2216 of the Wiscon- 
sin statutes, it has been seen, pro- 
vides a different manner of execu- 
tion “by a corporation organized 
under any law of this state,” but 
while this is intended to provide a 
manner of execution of corporation 
conveyances generally, it does not 
specifically include national banks. 
and it is doubtful if it would be 
held to provide a manner of execu- 
tion of deeds of national bank cor- 
porations. If it were to be so held. 
then a deed executed by the presi- 
dent or cashier would not be eligible 
for record, but it would require a 
signature and countersignature as 
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provided in the Wisconsin statutes ; 
but in my opinion such statutory 
provision does not cover national 
banks in the state and I think, 
therefore, a deed by a national bank 
in Wisconsin executed by its presi- 
dent or cashier in the manner pro- 
vided in-its by-laws or by resolution 
of the board of directors would be 
valid and eligible for record. 


Attorney’s Fee Note 


IVhere a note, executed in Mis- 
souri, and containing a provision 
for reasonable attorney’s fees, valid 
under the laws of that state, is sued 
upon in the courts of South Dakota, 
where such provisions are prohib- 
ited and held to be void, the prin- 
ciple of comity by which the courts 
of one state enforce contracts valid 
by the laws of another state, though 
invalid according to the laws of the 
state of enforcement, does not ex- 
tend to stipulations of this nature 
and the contract for attorney's fees 
is probably not enforceable in the 
courts of South Dakota. 


From Missouri—Enclosed is a copy 
of a note form used by this bank in a 
loan made to a resident of South Da- 
kota. (Note for $3,000 dated in Mis- 
souri, made payable at a bank in Mis- 
souri, promises to pay the amount “with 
costs of collection and reasonable at- 
torney’s fees in case payment shall not 
be made at maturity.”) We found it 
necessary to sue on the note in question 
and instructed our attorney to recover 
fees and costs from the maker of the 
note as provided in the form. In a let- 
ter from him today he states the maker 
of the note “indicates his intention of 
carrying this case to the Supreme Court 
if it is attempted to force him to pay 
costs of collection and attorney’s fees 
as provided in the note.” The note be- 
ing for the sum of $3,000 the fees and 
costs will be quite an item and we do 
not feel inclined to assume these if they 
are collectible from the maker of the 
note, and I am presuming to ask your 
opinion in the matter before giving final 
instructions to our attorney. 


Section 2604 of the Revised Code 
of South Dakota provides: 


“Contract for Attorney Fees in In- 
struments Void, Any provision con- 
tained in any note, bond, mortgage or 
other evidence of debt for the payment 
of any attorney fee in case of default in 
payment or of proceedings had to col- 
lect such note, bond or evidence of debt 
or to foreclose such mortgage is hereby 
— to be against public policy and 
void.” 


It has been held by the South 
Dakota courts that a stipulation in 


a note for an attorney’s fee, though 
void, does not destroy negotiability 
of the note. (Chandler v. Kennedy, 
65 N. W. 439.) 

The Negotiable Instruments Act, 
as passed in most of the states, con- 
tains a provision that the instrument 
shall be negotiable although payable 
with an attorney’s fee, but in South 
Dakota this provision in the Act has 
been omitted and in place thereof 
(Sec. 1706, Revised Code) is the 
following proviso: 

“Provided, that nothing herein con- 
tained shall be construed to authorize 
any court to include in any judgment on 
an instrument made in this state any 
sum for attorney fees, or other costs 
not taxable by law.” 

It is clear from the above that 
under the law of South Dakota an 
attorney’s fee clause, such as con- 
tained in the note held by you, is 
void and unenforceable and that 
authority is withheld from the 
courts of the state to include in any 
judgment on an instrument made 
in the state any sum for attorney’s 
fees. 

If, therefore, your note was a 
South Dakota contract, the attor- 
ney’s fee provision would not be en- 
forceable. But this note being made 
and payable in Missouri is gov- 
erned by the law of Missouri as to 
its validity and in Missouri attor- 
ney’s fee notes are valid and en- 
forceable. 

Then comes the question whether 
the courts of South Dakota will en- 
force a valid Missouri contract ac- 
cording to its terms, where one of 
the provisions therein provide for 
attorney’s fees. The laws of one 
state have no binding force in an- 
other, but on principles of comity 
the courts of one state will ordi- 
narily enforce contracts which are 
valid according to the law of the 
state where made, although the con- 
tract would be unenforceable if 
governed by the law of the state 
where suit is brought. For ex- 
ample, notes of a married woman, 
valid in the state where executed, 
are enforceable in states where she 
is incompetent to enter into such 
contracts. (Robinson v. Queen, 87 
Tenn. 446.) 

But it is also a principle that a 
state will not exercise comity where 
the contract valid in the other state 
would violate its own laws, and this 
principle has been applied by the 
courts of several states to notes con- 


taining attorney’s fee clauses valid 
according to the law of the state 
where made and payable but in- 
valid and prohibited by the law of 
the state where the note is sought to 
be enforced. Thus in Arden Lum- 
ber Co. v. Henderson Iron Works 
& Supply Co., 103 S. W. (Ark.) 
185, certain notes were executed and 
made payable in Louisiana and as 
authorized by the laws of that state 
stipulated for attorney’s fees if suit 
was brought thereon. It was held 
that such stipulation would not be 
enforced in a suit on the notes in 
Arkansas, where such stipulation 
was void as an agreement for a 
penalty. Also in Security Co. vw. 


_Eyer, 54 N. W. (Neb.) 838, a note 


which provided for attorney’s fee in 
case of foreclosure of the accom- 
panying mortgage contained a 
clause that it was made and exe- 
cuted under and in all respects to 
be construed by ‘the laws of the 
state of Iowa. In a suit to foreclose 
the mortgage, in Nebraska, it was 
held that as the law of the forum 
governs as to the recovery of costs 
and the provision for attorney’s fees 
is contrary to the settled law of the 
state, it would not be enforced. So, 
in Clark v. Tanner, 38 S. W. (Ky.) 
11, where a note made in Tennessee 
and providing for attorney’s fees in 
case of suit, was sued upon in Ken- 
tucky where such contracts are void, 
it was held the agreement for at- 
torney’s fees would not be enforced, 
and in Rogers v. Raines, 38 S. W. 
(Ky.) 483, it was held that the rule 
of comity giving effect to contracts 
made outside of the state does not 
extend to an agreement in a note to 
pay attorney’s fees in case of suit, 
as it is for a penalty and tends to 
oppress the debtor and encourage 
litigation. Also in Exchange Bank 
v. Appalachian Land & Lumber Co., 
38 S. E. (N..C.) 813, where suit 
was brought in North Carolina on 
a note executed and payable in 
Georgia, the validity of a provision 
in it for attorney’s fees in case of 
suit, the court held, must be deter- 
mined by the laws of North Caro- 
lina since the provision affected 
only the remedy and hence was gov- 
erned by the lex fori. 

In Martin v. Berry, 37 S. W. 
(Ind. Terr.) 399, it was held that a 
stipulation for attorney’s fees in a 
promissory note executed in Texas 
being valid by the laws of that state 
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will be enforced in Indian Terri- 
tory ; but in that case it did not ap- 
pear that the laws of the Indian 
Territory prohibited such stipula- 
tions. 

From the above it will be seen 
that according to the weight of au- 
thority, stipulations for attorney’s 
fees contained in promissory notes, 
though valid in the state where the 
contract is executed, will not be 
enforced in states where such stip- 
ulations are prohibited and void; 
some courts holding that such con- 
tracts, relating solely to the remedy, 
are governed by the law of the state 
where the note is sought to be en- 
forced; in other words, by the lex 
fori; while other courts place the 


decision upon the ground that al-’ 


though the stipulation for attorney’s 
fees is valid according to the law of 
the place where the contract is 
made, namely, the lex loci contrac- 
tus, nevertheless, being prohibited 
and void by the law of the place 
where the suit is brought, will not 
be enforced and hold that the rule 
of comity in such case will not 
apply. 

It follows in the case stated by 
you that the Supreme Court of 
South Dakota would probably hold 
in line with the majority of courts, 
that the stipulation for attorney’s 
fees contained in the note which 
you own, although valid in Mis- 
souri, being prohibited in South Da- 
kota, would not be enforced by the 
courts of that state. 


Warehouse Receipt for Mort- 
gaged Goods 


Where the owner of goods which 
are subject to a chattel mortgage, 
duly recorded, deposits the goods 
in warchouse and takes out and ne- 
gotiates a negotiable warehouse re- 
ceipt therefor, the rights of a bona 
fide purchaser for value of the re- 
ceipt are subject to claim of the 
mortgagee and the warchouseman 
is entitled to interplead the adverse 
claimants before making delivery 
to either—The person taking out 
and negotiating such receipt without 
disclosing the existence of the mort- 
gage is criminally liable. 

From Mississippi—Referring to the 
Uniform Negotiable Warehouse receipt 


as recommended by the Association, 
please advise if a bona fide holder for 


value of a warehouse receipt has title 
to the goods against a mortgagee. 

Where goods are covered by a 
valid chattel mortgage, duly re- 
corded, the mortgagor cannot. by 
depositing same in a warehouse and 
taking out a negotiable warehouse 
receipt which he negotiates to a 
bona fide purchaser for value de- 
prive the mortgagee of his superior 
title to the goods. In other words, 
the rights of the mortgagee would 
prevail in such case against the bona 
fide holder for value of the nego- 
tiable warehouse receipt. The Uni- 
form Warehouse Receipts Act pro- 
vides : 

Section 41. A person to whom a nego- 
tiable receipt has been duly negotiated 
acquires thereby: 

(a) Such title to the goods as the per- 
son negotiating the receipt to him had 
or had ability to convey to a purchaser 
in good faith for value, and also such 
title to the goods as the depositor or 
person to whose order the goods were 
to be delivered by the terms of the-re- 
ceipt had or had ability to convey to a 
purchaser in good faith for value, and 

(b) The direct obligation of the 
warehouseman to hold possession of the 
goods for him according to the terns of 
the receipt as fully as if the warehouse- 
man had contracted directly with him. 


Under this, it is seen, a bona fide 
purchaser of a negotiable ware- 
house receipt does not take a clear 
and indefeasible title to the goods 
as against all prior owners, but only 
such title as the person negotiating 
the receipt and the depositor of the 
goods “had or had ability to convey 
to a purchaser in good faith for 
value.” 

Section 17 of the Uniform Ware- 
house Receipts Act gives the ware- 
houseman a right to interplead 
adverse claimants to the goods, and 
Section 18 excuses the warehouse- 
man from liability for refusing to 
deliver the goods to either the 
holder of the receipt or to another 
person who claims title thereto, un- 
til the warehouseman has had rea- 
sonable time to ascertain the validity 
of the adverse claim by interpleader. 

It is, however, made a criminal 
offense for the person who has 
mortgaged his goods to take out 
and negotiate a negotiable ware- 


house receipt therefor without 
disclosing the existence of the 
mortgage. Concerning this the 


Uniform Warehouse Receipts Act 
provides : 


Section 55. Any person who de- 
posits goods to which he has not title, 
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or upon which there is a lien or mort- 
gage, and who takes for such goods a 
negotiable receipt which he afterwards 
negotiates for value with intent to de- 
ceive and without disclosing his want 
of title or the existence of the lien or 
mortgage shall be guilty of a crime, and 
upon conviction shall be punished for 
each offense by imprisonment not ex- 
ceeding one year, or by a fine not ex- 
ceeding one thousand dollars, or by 
both. 


Convention Calendar 


DaTE ASSOCIATION PLACE 
April 7-8 Atlanta 
April 14-15 Arkansas ...Little Rock 
April 14-15 Miami 
May 2-7 Executive Council, 

A. B. A. 
May 10-11 Mississippi ... Vicksburg 
May 10-12 San Antonio 
May 17-18 Missouri ..... St. Louis 
May 18-19 Maryland 
Atlantic City, N. J. 
May 19-20 Topeka 
May 25-26-27 Pennsylvania 
Atlantic City, N. J. 
May 26-27-28 California 
Santa Barbara 
June 7-8 Des Moines 
June 10-11 Massachusetts 
Swampscott 
June 10-11 New England 
Swampscott, Mass. 
June 21-22 South Dakota .. Yankton 
June 23-24 Minnesota ..Minneapolis 
June 29-30 North Dakota 
Grand Forks 
July 19-22 American Institute of 
Banking, Minneapolis, 
Minn. 
Aug. 5-6 Montana ........ Helena 


October 3-8 A. B.A. 
Los Angeles, Calif. 
Virginia ..Hot Springs 


Rates Paid on Savings 
Deposits 


Our compilation of interest rates 
paid by savings banks appears else- 
where in this issue. It seems to be 
the first attempt to compile such 
rates, and although based upon re- 
turns from over 1,000 banks and 
many clearing house, organizations, 
we do not claim perfection. Advice 
on errors or recent changes will be 
appreciated. 
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Blue Sky Legislation 


By E. B. WILSON 


President of the First Trust and Savings Bank of Des Moines 


BE MARTIN recently said: 
“What we need is a blue sky 
law t’ keep us from takin’ 
stock in ever’thing we hear.” 

The same might be said of the mod- 
ern tendency to attempt to cure 
every evil by legislation. 

Blue Sky laws had their origin in 
paternalism, and started out on the 
theory that the state enacting such 
legislation could serve in the capa- 
city of guardian for all fools who 
might be tempted to invest their 
money unwisely. They were based 
on “the assumption of incompetence 
of persons legally competent to 
handle their own affairs.” 


Official Supervision 


The movement began in Kansas 
in 1910, and the law of 1913 was an 
attempt to prohibit the sale of 
securities without first obtaining of- 
ficial permit and sanction. Regu- 
lated prohibition of security sales 
was the spirit of enactments of this 
period, and seemed to be the out- 
growth of “rapid action,” by which, 
as Bagehot says, “excellent people 
fancy they can do much—that they 
will most benefit the world when 
they relieve their own feelings ; that 
as soon as the evil is seen some- 
thing must be done to stay and pre- 
vent it.” 

Much of the legislation of this 
period expressly exempted the do- 
mestic corporations and their stock 
issues from the operation of the 
act, and attempted to regulate the 
offerings of outside or foreign cor- 
porations. It was like attempting 
to build a corral around the sheep 
in order to keep out the wolves 
from the surrounding prairies, only 
to find out that there were a lot of 
wolves in sheep’s clothing right 
within the corral. 

Another attempt at. regulation 
was in the direction of licensing 
dealers in securities, on the theory 
that some state officer would be able 
to pick out the good shepherds from 
the unprincipled herdsman who 
might sell out his flock to a thief— 
in other words, the licensing of sup- 
posedly reputable dealers in secur- 
ities. But it was found that no 


matter how carefully the corral gate 
was watched, some thieves would 
sneak in and drive away some of 
the sheep. 


The Branding Period 


Then followed the branding 
period. This was the attempt to 
establish commissions to pass on 
securities offered for sale within the 
state, usually by setting up certain 
fixed standards or classifications. 
Securities are classed or branded as 
“non-speculative” or “speculative.” 
In order to qualify a security of the 
former class, in some states the 
earning test is applied, and in others 
itis an asset test, the latter notably 
in Michigan. The usual type of 
earning test is that the earnings of 
the corporation whose securities 
are offered for general sale or dis- 
tribution must for the previous two 
years have equalled one and one- 
half times the annual interest charge 
on the securities, after all prior de- 
ductions, such as taxes. The 
trouble with a present-day applica- 
tion of this earning test is that a lot 
of concerns which have shown un- 
usual profits under the stimulation 
of high prices and war contracts 
during the past few years might 
conceivably get their securities by 
under this test, and yet fail to pay 
interest on the securities within the 
next two years. A concern making 
automobile tires during the past 
two years might qualify its secur- 
ities splendidly right now, when a 
gold mining company, well man- 
aged and paying big returns five 
years ago, probably has been com- 
pelled to shut down because of in- 
creased operating costs, coupled 
with the fact that it is selling its 
product at the fixed mint price, 
$20.67 per fine ounce, and would be 
forced to qualify its securities as 
“speculative.” And yet with the 
general fall of prices and the con- 
sequent decrease in wages and other 
operating costs, the gold mining 
company may change its securities 
classification under the earning test, 
during the coming two years, from 
“speculative” to “non-speculative,” 
while the tire manufacturer might 
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conversely change from “non- 


speculative” to “speculative.” 


The Asset Test 


Then there is the asset test, under 
which there is no fixed standard 
for judging the merit of the secur- 
ity offered, but the matter is left 
entirely to the discretion of a com- 
mission. Under this plan the com- 
mission usually passes on the prop- 
erty statement of the issuing cor- 
poration, determines the reasonable 
value of its assets, in the case of a 
new corporation the amount of pro- 
motion expense is noted, and if it 
appears that an investor has a 
reasonable chance to secure a re- 
turn of both income and principal, 
the security is passed. The trouble 
with the asset test is a lack of ex- 
pert information on the many and 
varied lines of business represented 
in the applications, and the tre- 
mendous expense of keeping a staff 
of competent experts, and if such 
expense be borne by the applicants, 
then you have levied a burdensome 
tax onto the cost of financing busi- 
ness, both legitimate and _ illegiti- 
mate. Add to this the generally 
accepted governmental inefficiency 
in handling such matters, coupled 
with the unnecessary delay in get- 
ting approval of the most worthy of 
offerings, and the net results do not 
speak volumes of praise, consider- 
ing the work involved. 


The Sieve Principle 


Most of our Blue Sky laws are 
built too much on the principle of 
a sieve, and while we are plugging 
up the holes to make it harder for 
the rascals to slip through, we are 
making it hard for legitimate busi- 
ness to go ahead without unneces- 
sary delay and expense. There is 
too much attempt to determine the 
value of a security before its issu- 
ance and too little effort made to 
prevent fraud from working in 
later. It is my observation that 
some corporations which have been 
reasonably reputable in _ their 
process of organization have after- 
ward been robbed and plundered by 
some of the officers, in the form of 
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unconscionably high salaries or of 
special contracts with themselves 
which gave the insiders a lion’s 
share of the profits and left the 
widely scattered small stockholders 
but little if any return on their in- 
vestment. The peculiar facilities 
for fraud afforded by corporate or- 
ganization must be removed. We 
need a more complete injection into 
our statutes of well-known judicial 
decisions on the trusteeship of of- 
ficers and directors of corporations, 
so that men will not steal or attempt 
to steal from a corporation who 
would not attempt to do or to jus- 
tify doing such from a close part- 
nership. Too many corporation 
officers are just barely “penitentiary 
honest.” 


What Is Wanted 


What we need is a short, simple 
fraud act, enacted both by Con- 
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gress to cover interstate sales, and 
by the several state legislatures to 
cover intrastate sales of securities. 
Maryland now has a very good stat- 
ute of this type. Put into any such 
act the penal section of the postal 
laws relating to fraud by the use 
of the mails, and make any viola- 
tion of the law a felony instead of 
a mere misdemeanor, so that the 
breakers thereof can be extradited 
from one state to another. Under 
our system of jurisprudence we do 
not hail all the carpenters of a 
community before a commission, in 
an effort to determine whether each 
of them is going to commit murder 
or not, just because one carpenter 
happens to have committed murder. 
But we do try the murderer after 
the crime is committed, and every 
man knows that if convicted the 
penalty is either a term in the peni- 
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tentiary or execution. Likewise, 
let the unscrupulous promoter, wlio 
preys upon the multitude of inno- 
cent and unsuspecting, understand 
that the penalty for business fraud 
upon large groups of people is a 
term in the penitentiary, and the 
number and extent of fraudulent 
acts will be greatly reduced. 
Some months ago Governor 
Smith appointed a special committee 
to report on Blue Sky legislation, 
and the following taken from their 
report is most apt and suggestive: 
“Common sense dictates that the 
state shall not place its dependence 
on legal traps composed of words, 
which, no matter how well chosen, 
are notoriously easy of evasion; 
what is needed is a flexible, virile, 
fraud-hunting state machinery, 
driven, not by statute, but by human 
intelligence and human activity.” 


Trouble Saving Acceptance Don’ts 


1. Don’t confuse a trade accept- 
ance with a promissory note. The 
former is a bill of exchange and is 


given in settlement of a current ’ 


business transaction—an actual pur- 
chase and sale of merchandise; the 
promissory note may represent any 
one of a number of considerations— 
past due accounts, speculative ven- 
tures, permanent capital transac- 
tions, etc. 

2. Don’t try to use the trade 
acceptance to renew or extend a 
maturing trade acceptance or an 
open account. The self-liquidating 
quality of the trade acceptance must 
be maintained. You are careful to 
have ample funds in your bank to 
meet your checks; be equally care- 
ful to meet your trade acceptances 
(which, practically speaking, are 
post-dated checks) at maturity. If 
for some unusual and unforeseen 
reason you cannot meet your trade 
acceptance at maturity, have it 
taken up, then place the obligation 
in the form of a promissory note 
with interest, or of an open account 


By DR. J. F. HOLDSWORTH 
Vice-President Bank of Pittsburgh, N. A. 


as you and your customer may 
agree. 

3. Don’t add a single unneces- 
sary clause or word to the instru- 
ment, thus possibly destroying its 
negotiability. 

4. Don’r be deceived by assuming 
that the mere tender of a trade ac- 
ceptance turns a poor or doubtful 
credit into sound credit. If the 
buyer’s credit is not good enough to 
sell him an open account don’t sell 
him against acceptances. Though 


_ the acceptance method tends to turn 


chronically slow accounts into 
prompt settlements, preserve the 
good name of the trade acceptance 
by using it only with customers of 
sound credit. 

5. Don’t use the trade acceptance 
as a means of prolonging or ex- 
tending the terms of the credit or 
obligation. 

6. Don’r use the trade acceptance 
primarily as a collection instrument 
or upon your slow-pay customers 
only; it merely takes the place of 
the old wasteful open account and 


makes explicit the agreement (im- 
plicit in the open book account) to 
pay for certain merchandise on a 
definite date. 

7. Don’t try to introduce the 
trade acceptance with your custom- 
ers without explanation and educa- 
tion as to its proper use. Even yet 
many merchants—and bankers, too 
—do not understand the trade ac- 
ceptance. 

8. Don’t offer or request undue 
inducements in the form of extra 
time, discounts, etc., in connection 
with the trade acceptance. If fully 
understood it will win its way with- 
out bonus, premium or other in- 
ducement. 

9.-_Don’r take trade acceptances 
if you can get cash payment—unless 
the latter costs you too much in the 
way of excessive cash discounts. 

10. Don’t allow any abuses or 
misuses to creep into trade accept- 
ance practice which would weaken 
its good name or its increasing use- 
fulness in business. 


Interest Rates on Savings Deposits 


Compiled by Savings Bank Division, American Bankers Association 


Note: Rates are given by cities, as compiled by inquiry addressed to 4,000 savings banks and savings 
departments of other banks and trust companies, checked by a recent questionnaire of the Clearing House Section, 
American Bankers Association. Cities omitted are those from which no reply has been received. 

* Indicates mutual savings bank dividend rates. Rates paid by commercial banks on savings deposits are 
. often lower than mutual bank rates in the same locality, although similar in Pittsburgh, Cleveland and among 
trust companies in Massachusetts. 

The table is believed to be correct, but is for cities only and cannot be considered as final in the case of 
any banking institution —L. D. W. 


First Reserve District 


CONNECTICUT*—New London, 2%; Bristol, 3; Hartford, New Haven, Waterbury, seventeen others, 4; 
two, 4% ; two, 5. 
MAINE*—Auburn, 2; Bangor, 3% ; Portland, nine others, 4. 
MASSACHUSETTS*—Baldwinsville, 2%; Plymouth, South Braintree, 2%4; Boston, Springfield, 4 to 4%; 
{ four others, 4; Northampton, 4%; Fall River, Holyoke, Lowell, Lynn, New Bedford, Worcester, Cam- 
bridge, Salem, twenty-six others, 44: Lawrence, seven others, 5; Attleboro, 5%. 
NEW HAMPSHIRE*—Nashua, 3; Portsmouth, 3%; Manchester, Concord, five others, 4. 
RHODE ISLAND*—Providence, Pawtucket, +, 
VERMONT*—Wilmington, 2% ; Winooski, Hardwick, 4; Windsor, 4%. 


Second Reserve District 


CONNECTICUT*—Bridgeport, Stamford, 4. 
NEW JERSEY—Allentown, four others, 3; Paterson, two others, 3% ; Jersey City, Newark, fifteen others, 4. 
NEW YORK*—Rome, 3%; New York, Rochester, Syracuse, Buffalo, Geneva, fourteen others, 4; Albany, 

4, 4%; Southold, 4%. 
Third Reserve District . 


DELAWARE—Millsboro, Wilmington, 4. 

NEW- JERSEY—Atlantic City, Trenton, 3. 

PENNSYLVANIA—Mahony City, 2; Philadelphia, 2, 3.65*, 4; Carbondale, Reading, Wilkes-Barre, Scranton, 
Harrisburg, twelve others, 3; Johnstown, Nazareth, 314 ; Lancaster three others, 4. 


Fourth Reserve District 


KENTUCKY—Covington, 3. 

OHIO—Columbus, Toledo, 3, 4; Cincinnati, four others, 3; Akron, Dayton, Springfield, Youngstown, Cleveland, 
fifteen others, 4. 

PENNSYLVANIA—New Castle, McKeesport, six others, 3; Pittsburgh, eight others, 4. 

WEST VIRGINIA—Wheeling, 4. 


Fifth Reserve District 


DISTRICT OF COLUMBIA— Washington, 3. 

MARYLAND—Fruitland, Pocomoke City, 3; Baltimore, 314, 4; Williamsport, Frederick, Hagerstown, 4. 
NORTH CAROLINA—Raleigh, Charlotte, Asheville, Greensboro, seven others, 4. ' 

SOUTH CAROLINA—Chester, 3, 4; Spartanburg, Columbia, two others, 4; Greenville, 4, 5; Georgetown, 5. 
VIRGINIA—Richmond, 3; Newport News, Norfolk, 4. 

WEST VIRGINIA—Huntington, Bluefield, 3; Grafton, Renick, 4. 


Sixth Reserve District 


ALABAMA—Birmingham, Montgomery, two others, 4. 

FLORIDA—Tampa, West Palm Beach, two others, 4. 

GEORGIA—Macon, 3%; Atlanta, 3%, 4; Augusta, Columbus, Savannah, seven others, 4. 
LOUISIANA—Lafayette, 3; New Orleans, 3% ; — Arthur, Lake Charles, 4. 
MISSISSIPPI—Biloxi, 6; Brookhaven, Vicksburg g, 

TENNESSEE—Clarksville, 3; Nashville, 3, 4; oa Knoxville, Jacksonville, 4. 


Seventh Reserve District 


ILLINOIS—Chicago, Springfield, Decatur, twenty-four others, 3; Charleston, Kankakee, Mattoon, Rock Island, 
six others. 4. 
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INDIANA—Gary, Hammond, two others, 3; Indianapolis, 4, 412; LaPorte, South Bend, Fort Wayne, seven 
others, 4. 

IOWA—Fort Madison, Hiteman, 3; Cedar Rapids, Clinton, Des Moines, Waterloo, Sioux City, fifty others, 
4; Walker, 414; Battle Creek, Milford, Plymouth, eleven others, 5. 

MICHIGAN—Detroit, Muskegon, River Rouge, Kalamazoo, twenty-one others, 3; Grand Rapids, 3, 4; 
Battle Creek, Flint, Lansing, nineteen others, 4. 

WISCONSIN—Evansville, Milwaukee, eleven others, 3; Berlin, 314; Hortonville, Seymour, two others, 4. 


Eighth Reserve District 


ARKANSAS—Earle, 3; Prescott, Little Rock, five others, 4. 

ILLINOIS—Belleville, Cairo, Quincy, three others, 3; Edwardsville, 4. 
INDIANA—Evansville, New Albany, two others, 4. 

KENTUCK Y—Henderson, Louisville, 3. 

MISSISSIPPI—Greenville, Winona, Tupelo, 4. 

MISSOURI—St. Louis, St. Charles, two others, 3; Browning, Caruthersville, Milan, 4. 
TENNESSEE—Memphis, LaGrange, 3. 


Ninth Reserve District 


MINNESOTA—Duluth, 3; Two Harbors, 31%4; Minneapolis, 314, 41%4* ; St. Paul, Long Prairie, ten others, 4. 

MONTANA—Helena, Lewistown, eight others, 4; Glendive, two others, 5; Fairview, 6. 

NORTH DAKOTA—Bismarck, Grand Forks, 4; Minto, 414; LeMoure, two others, 5; Crosby, 6. 

SOUTH DAKOTA—Sioux Falls, Huron, Westport, six others, 4; Arlington, Lake Preston, Reliance, five 
others, 5. 

WISCONSIN—Eau Claire, Mellen, 3; Augusta, 4. 


Tenth Reserve District 


COLORADO—Colorado Springs, 3; Denver, Akron, Pueblo, five others, 4. 

KANSAS—Kansas City, Topeka, Leavenworth, Fort Scott, five others, 3; Atchison, 31%; Wichita, Emporia, 
six others, 4. 

MISSOURI—Kansas City, Joplin, 3, 43 St. Joseph, Independence, 4. 

NEW MEXICO—East Las Vegas, 4; Roy, 5. 

NEBRASKA—Omaha, 3, 314; Fremont, 3, 4; Lincoln, Hastings, Grand Island, three others, 4. 

OKLAHOMA —tTulsa, Muskogee, McAlester, two others, 4. 

W YOMING—Cheyenne, 4; Basin, 5. 


Eleventh Reserve District 


ARIZONA—Douglas, 4. 

LOUISIANA—West Monroe, 3% ; Shreveport, 4. 

NEW MEXICO—Roswell, Carrizozo, 4. 

TEXAS—Fort Worth, Galveston, Port Arthur, three others, 4; San Antonio, 4%. 


Twelfth Reserve District 


CALIFORNIA—Bakersfield, 3.6, 4; Los Angeles, San Diego, 3, 4; Oakland, San Francisco, Sacramento, Pasa- 
dena, Los Gatos, thirty-five others, 4. 

IDAHO—Kellogg, 3; Boise, Mountain Home, Twin Falls, three others, 4; Middleton, 5. 

NEVADA—Reno, Yerington, 4. 

OREGON—Portland, Salem, two others, 3; LaGrande, Medford, nine others, 4. 

UTAH—Salt Lake City, Ogden, two others, 4. 

WASHINGTON-—Spokane, Bellingham, Tacoma, 3; Seattle, 3, 4, 5*; Walla Walla, seven others, 4. 


Our Own Fitz 


without interruption, and for 


On January 15, 1921, Secretary have met him at conventions and 


Wm. G. Fitzwilson rounded out an 
even quarter of a century of faith- 
ful and efficient service for the 
American Bankers Association. 


Beginning at the age of " 
his connection with the American 
Bankers Association has continued 


twenty-five years he has given his 
best to the upbuilding of the Asso- 
ciation. Competent, genial and 
cheerful, his influence has always 
been for higher ideals. 

Several thousand women, who 


elsewhere, wonder why he is a 
bachelor. He isn’t! He is married 
to the American Bankers Associa- 
tion. 

Now, all together, here’s to you, 
Fitz! 


ACCOMMODATION MAKER Nor  Dis- 
CHARGED BY EXTENSION OF TIME OF 
PAYMENT—INDIANA. Rute Dir- 
FERENT IN’ 


F, P. Fox as surety signed a $500 
note as comaker to the knowledge of 
the holder. Without his knowledge and 
consent Richard A. Werneke, the other 
maker, agreed with the holder to ex- 
tend the time of payment. In an action 
against Fox by the bank, Fox claims 
that under the Negotiable Instruments 
Law he is released from liability. The 
court said: “This question is a new 
one in this state, but we are not with- 
out authorities from other states which 
hold that an accommodation maker, 
though known to be such by the payee, 
is not released by an agreement be- 
tween the payee and the principal 
obligor, extending the time of payment, 
though made without the assent of the 
accommodation indorser. This is the 
law as declared in each and all of the 
states, except Iowa, which have adopted 
the Negotiable Instruments Act and have 
passed upon this question.” Fox v. 
"a Haute National Bank, 129 N. 


Note GIVEN IN RENEWAL ANpD Nor as 
PayMENT OF Prior NotE—INDIANA 


Mrs. Tryon, as maker, asked the 
payee bank to renew her $750 note 
dated August 13, 1917, and for that pur- 
pose left it with the bank, and requested 
the bank to have the sureties, A, B and 
C, who signed the old note, come in and 
sign the new note. For some reason A 
was the only surety who signed. The 
bank, in keeping with its custom, 
stamped the old note “Paid,” but did not 
surrender it. The question presented to 
the court was whether the new note 
was given in payment or renewal of 
the old note. The court held that the 
fact that Mrs. Tryon asked the bank 
to renew the note, and signed the note 
for that purpose, would support the 
conclusion that the new note was 
merely a renewal of the old one, al- 
though the bank stamped the old note 
as paid. Beech & Fuller Co. v. Lane, 
IZ E. Sz 


Note AUTHORIZING EXTENSION AS 
AGAINST SuReETIES NEGOTIABLE 
—INDIANA 


A note containing the following pro- 
vision has been held negotiable in In- 
diana: “Any person signing or writing 
his name hereon as surety, indorser or 
guarantor by so doing expressly con- 
sents that the time of payment hereof 
may be extended from time to time 
without any rights being released or 
waived.” American Bank & Trust Co. 
v. Ragsdale, 129 N. E. 59. 


THOMAS B. PATON, Jr. 


Assistant General Counsel 


Usury—WuHeErRE Usury 1S RESERVED BY 
Contract, But Nor Paip, THE ONLY 
PENALTY IS FORFEITURE OF THE 
INTEREST—OKLAHOMA 


B. V. Cummins executed a note in 
order to secure the loan of money. The 
note stipulated on its face for interest 
thereon at 6 per cent. per annum and a 
premium of 50 cents per month on each 
$100 named in the note. The premium 
was intended as a bid for the prefer- 
ence right to the loan of the money. In 
defending an action on the note, Cum- 
mins claims that the rate of interest ex- 
acted by the plaintiff was usurious. 
The court decided that the note was not 
void but merely lost its interest-bearing 
quality—and held that the only penalty 
is the forfeiture of interest. Union 
Sav. Ass’n v. Cummins, 190 P. 869. 


RusBeR STAMP INDORSEMENT VALID— 
KANSAS 


A bank was holder of a note bear- 
ing the rubber indorsement stamp of 
the payee. In an action upon the note, 
the defendant insisted that this was not 
sufficient and that the note required the 
signature of the indorser in writing. 
The precise question had never been be- 
fore the court, but it was held that, ac- 
cording to the Negotiable Instruments 
Law which declares that the “indorse- 
ment must be written on the instrument 
itself or upon a paper attached thereto” 
the rubber stamp indorsement when 
placed upon the instrument by one hav- 
ing authority is a valid indorsement. 
State Sav. Bank of Leavenworth wv. 
Krug, 193 P. 899. 


CERTIFICATION OF UNINDORSED CHECK— 
New York 


A drew his check for $1,000 payable 
to the order of B through the New 
York Clearing House. The check was 
delivered to C without the payee’s in- 
dorsement, in payment for a garage 
business. C deposited the check in his 
bank for collection and it was pre- 
sented to the drawee for payment. 
Upon discovery of the missing indorse- 
ment of the payee the check was 
stamped “Certified payable through New 
York Clearing House February 4, 1920, 
etc.”, and returned unpaid with an at- 
tached memorandum indicating that it 
was returned for indorsement. This 
was done without C’s asking in con- 
formity with clearing house rule 8 
which requires that all checks returned 
through the clearing house for indorse- 
ment or informality, if for a greater 
amount than $500 shall be certified b 
the drawee before they are returned. 
The drawee was ready to pay, but C 
was unable to obtain the indorsement 
of B, who claimed failure of considera- 


561 


Recent Decisions 


tion. Accordingly C sued the drawee. 
The court held that the memorandum 
and the stamped certification should 
be read together in the light of the 
clearing house rule and the certifica- 
tion should be deemed qualified and 
conditional. It was the opinion of the 
court that C, the holder, even though 
a transferee without indorsement, would 
have had enforceable rights, subject to 
equities, against the certifying bank, but 
not having presented the check prop- 
erly indorsed, he could not recover 
upon this certification. Lipten v. Co- 
lumbia Trust Co.. 185 N. Y. S. 198. 


Bank CaNNot REVOKE LETTER OF CREDIT 
Actep Urpon—UnIrTep STATES 


A bank on behalf of its depositor is- 
sued an irrevocable letter of credit to 
a steel company, which was in the fol- 
lowing form: ‘“Gentlemen:—You are 
hereby authorized to draw upon us for 
account of MacDonnell Chow Corpora- 
tion at sight to the extent of $43,250 
covering shipment of tin plates, etc., 
etc.” The tin plate was delivered to the 
MacDonnell Chow Corporation as the 
contract required. On the next day the 
bills of lading, the invoices, the letter 
of credit and the draft were presented 
to the bank nearly two months before 
the credit expired, and payment was re- 
fused. The bank stated as a reason 
that the recent government regulation 
prohibiting the export of tin plates 
rendered the contract between the 
plaintiff and the MacDonnell Company 
impossible of performance within the 
time required by the contract. The court 
decided in favor of the plaintiff, stating 
that “this letter of credit was a com- 
plete and independent contract between 
the bank and the plaintiff; that the bank 
cannot justify its refusal to honor its 
obligation because of contract relations 
between it and its depositor.” Amer- 
ican Steel Co. v. Irving Nat. Bank, 266 
F. 41. The above case has been followed 
in Frey & Son, Inc., v. E. R. Sherburne 
Co., 184 N. Y. S. 661, in which it was 
held that the letter of credit in suit 
was a complete and independent con- 
tract and that the letter issued by the 
bank at instance of buyer of sugar for 
import was unaffected by seller’s breach. 


FEDERAL RESERVE BANK May PRESENT 
oN Non-MEMBERS OVER 
CouNTER—UNITED STATES 


The Federal courts have jurisdiction 
over an action by and against a Fed- 
eral reserve bank. A Federal reserve 
bank is not a national banking associa- 
tion within the meaning of the Judicial 
Code, which makes national banking as- 
sociations citizens of the state in which 
they are located. Under the provisions 
of the Federal Reserve Act a Federal 
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reserve bank may, in collecting checks 
deposited with it, present such checks 
for payment over the counters of non- 
member drawee banks, which refuse to 
remit at par for such checks through 
the mails, and in so doing does not 
violate any of the rights of the drawee 
banks. American Bank & Trust Co. v. 
Federal Reserve Bank of Atlanta. U. 
S. Cir. Ct. of App., November 19, 1920. 


ParTIAL PAYMENT REvIvES OUTLAWED 
Dest ONLY WHEN ASSENTED TO 
By Destor—NEw JERSEY 


A made his promissory note of $600 
payable to B and also executed a chat- 
tel mortgage as collateral. After the 
note had become outlawed by the statute 
of limitations, B foreclosed the chattel 
mortgage, and without A’s_ consent 
credited the proceeds, which amounted 
to $60, on the note. B then sued on 
the note for the balance, upon the theory 
that the debt had been revived by rea- 
son of the partial payment. The court, 
however, held that the statute having 
barred the collection of the note, A’s 
right of protection from liability thereon 
became vested, and that the obligation 
could not be revived without his con- 
sent. Ballantine & Sons v. Macken, 110 
Atl. 910. 


Stock DiviweND Not as “IN- 
COME”—UNITED STATES 


A owned 1330 shares of capital stock 
in the Standard Oil Co. of California. 
In 1916 he received 665 shares of stock 
as a stock dividend declared against a 
surplus, about 18 per cent. of which had 
been earned after March 1, 1913. The 
government claimed that A derived $12,- 
019.41 taxable income therefrom. Upon 
the authority of Eisner v. Macomber, 
252 U. S. 189, 40 Sup. Ct. 189, the court 
ruled that the stock dividend was not 
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taxable as “income” under the Sixteenth 
Amendment to the Constitution. Brew- 
ster v. Walsh, 268 F. 207. 


Drawer Havinc no Account IN BANK 
Not ENTITLED TO DISHONOR OF 
CHECK—CALIFORNIA 


A delivered his check for $500 in 
favor of B as an instalment on the 
purchase price of certain grapes. A did 
not have at that time, nor at any 
subsequent time, a personal account 
with the drawee bank, and accordingly 
payment on the check was refused. 
rescinded the contract, and A brings an 
action to compel specific performance. 
A contended that he received no notice 
of dishonor of the check. The court 
decided that B was justified in repudiat- 
ing the contract. It also held that 
where A had no reason to expect that 
his check should have been honored, he 
was not entitled to notice of dishonor 
under the Negotiable Instruments Law. 
Demateis v. Vezu, 193 P. 793. 


NEGOTIABILITyY OF NotE—MASSACHU- 
SETTS 


A promissory note whose negotiability 
was questioned reads as follows: “On 
demand after date I promise to pay to 
the order of Ann Sprague $1,000 with 
interest at 8 per cent. per annum, In 
case of Ann Sprague’s decease, the prin- 
cipal to be kept as a fund for the Bap- 
tist Society at West Minster, Mass., in- 
terest to go to Theodosia Whitman; 
and in case of her decease, interest to 
go to said Baptist Society.” The court 
held the note negotiable as it con- 
tained an unconditional promise to pay 
the payee at all events. The payee 
could have by indorsement transferred 
title and the indorsee could have de- 
manded and enforced payment. Good- 
fellow v. Farnham, 128 N. E. 776. 


Death of Clarkson L. Farnsworth 


Colonel and Mrs. Frederick E. 
Farnsworth have the sympathy of 
thousands of American bankers in 
their irreparable loss in the death of 
their son, Clarkson, which occurred 
January 7, 1921. Clarkson Lewis 
Farnsworth was born in Detroit, 
September 22, 1896, and came to 
New York with his parents in 1907, 
when his father was elected General 
Secretary of the American Bankers 
Association. In due course Clark- 
son became a student in the me- 
chanical engineering department 
of Cornell University, but entered 
the military service of his country 


when opportunity afforded. His 
physical condition prevented him 
from going to the battlefields, but 
he performed efficient service in the 
Quartermaster General’s Depart- 
ment at Washington, D.C. During 
the St. Louis convention period, 
and a short while thereafter, Mr. 
Farnsworth was employed by the 
Association and his many friends 
in the office have pleasant memories 
concerning him. On June 10, 1920, 
Mr. Farnsworth married Miss Mar- 
garet Powell of New York City, 
who survives him. 
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Reserve Bank Profits 
t. New York Federal Re- 


serve Bank reports earnings 

of 210 per cent. in 1920, fol- 
lowing 127 per cent. in 1919. Com- 
menting on this figure, the New 
York Times says: “Before these 
details were known those aware of 
the existence of considerable funds 
had proposed to annex them for the 
relief of people who already had re- 
ceived service through the discounts 
and rediscounts by which the earn- 
ings were made. Words need not 
be wasted in showing that these 
profits belong to the nation, and that 
the first lien on them is for the ac- 
commodation of the customers of 
the reserve banks through the mem- 
ber banks. There is a superfluity of 
national and banking uses for the 
reserve surplus earnings, and there 
are objections in principle to appro- 
priating them for any smaller class 
of beneficiaries, however merito- 
rious their claims. The Dakota 
banks served neither themselves 
nor their customers well when they 
overextended themselves to grant 
credits which led the farmers and 
planters into losses from which the 
reserve policy of liquidation when 
prices were too high would have 
saved them. The Federal reserve 
made’ its earnings from the in- 
creased rates of discount and redis- 
count, but the rates were not raised 
for profit. Originally they were too 
low, when the Liberty Loans were 
floated. It was perhaps a Treasury 
mistake, rather than a banking mis- 
take. The banking share was well 
done, however the policy may be 
criticized. The result was that na- 
tional credits took precedence of 
commercial credits, with results 
which were not pleasant when the 
national spending stopped with the 
war, and it became necessary to re- 
duce the national credits for the 
sake of agricultural and commercial 
accommodations. That could be 
done only by raising the rates on 
national collateral, and necessarily 
raising them higher on trade col- 
lateral. The policy has been justi- 
fied by its results, and the profits 
which resulted incidentally are now 
available for enabling the reserve 
banks to apply themselves to an- 
other similar problem.” 


National Bank Funds for Housing 


By EDMUND S. WOLFE 


President Bridgeport Housing Company and President First-Bridgeport National Bank 


N a magazine recently I acci- 
] dentally discovered an article 
entitled “Building a $10,000 
House with But $450 to Start.” 
And my conception of the subject, 
. pointedly stated, is this : “Have over 
8,000 national banks, with deposits 
of over $17,000,000,000 and a legal- 
ized loaning power on real estate 
of over $400,000,000, done their 
full share in the housing crisis that 
confronts this country?” 

The magazine story told in an in- 
teresting manner of how an invest- 
ment of $250 in a lot, with additions 
of lumber, plumbing, heating, stone 
and cement work and a liberal 
sprinkling of unexpected, but al- 
ways present, “extras,” soon 
mounted to $4,000. My admiration 
for the homebuilder grew apace, 
for I could not but regard him as 
an undiscovered financial wizard. 
Further reading disclosed that the 
lot, having been purchased from a 
bank president, was used as a means 
to cover by chattel mortgage, all 
the lumber and most of the other 
materials going into the construc- 
tion of the house. Then, too, our 
homemaker did all the work in odd 
times, even camping in a tent on 
the site, while construction was in 
progress. Visiting friends of suit- 
able ability, as well as members of 
the family, were all used to telling 
advantage, and finally, after a year 
and a half, the house was ready for 
the finishing touches of the skilled 
workmen and also for the mort- 
gage money of the local building 
and loan association. 


Moral of the Story 


But to the moral of our story. 
It was admitted, frankly, too, that 
the deal by the bank was out of the 
usual routine of transactions, and 
that the real success of the venture 
was made possible by fortunate 
friendships and much spare time 
given personally to the work. When 
we realize that the financial condi- 
tion of those now needing homes is 
not nearly so satisfactory as the 
subject of our sketch, and also that 
but few are so fortunate in having 
private assistance, we might well 


inquire as to how the housing prob- 
lem is to be solved for the average 
citizen. Reliable statistics show 
that we are not building much more 
than 10 per cent. of the required 
number of homes needed in this 
country, normal requirements be- 
ing about 450,000 each year. There 
were built last year but 70,000 and 
there were over 1,000,000 mar- 
riages. It will take, as can be easily 
seen, a greatly increased production 
to meet our bare necessities. 

Having these facts in mind, and 
being told that mortgage money 
from the usual channels is scarce, 
it is but natural that we turn our 
thoughts and inquiries to our great 
national banking system, and to the 
possibilities, if any, there afforded 
in further aiding our housing prob- 
lem. 


Real Estate Loans 


The. National Bank Act was 
passed in experimental form in 
February, 1863, during the period 
of our great Civil War, and was 
“to provide a national currency se- 
cured by pledge of government se- 
curities” and continued until 1874, 
when it was substantially amended. 
It seems more than a coincidence, 
for indeed it was providential, that 
the next big change in our financial 
structure came when the first rum- 
blings were heard of the great 
World War, and the Federal Re- 
serve Act, which amended in many 
particulars the National Bank Act, 
was passed in December, 1913. It 
was, to quote the Act, “to provide 
an elastic currency, rediscount com- 
mercial paper and provide more 
effective supervision of banking.” 

Among the many changes made 
in our old laws was an amendment 
which for the first time allowed 
national banks to loan on real es- 
tate, but restricted such advances 
to those secured by agricultural or 
what was known as farm lands, 
limiting them to five years in term 
and not to exceed 50 per cent. of 
the value. Here, indeed, was a 
concession by Congress, but im- 
portant and desirable as it was it 
did not seem to meet the growing 
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demands, and in September, 1916, 
the Act was amended by the addi- 
tion of the words, “and other real 
estate.” Such loans were limited 
to one year in term and to cover 
improved and unencumbered prop- 
erty to 50 per cent. of its value. 


Loan Limitation 


National banks, not situated in 
central reserve cities (New York, 
St. Louis and Chicago), may loan 
on improved and unencumbered 
real estate situated within 100 
miles of its office with time limit 
and at the amounts as before de- 
scribed. Such loans in the aggre- 
gate must not exceed one-fourth 
of the total capital and surplus of 
the lending institution. The right 
of a national bank to make such 
real estate loans includes the right 
to purchase or discount loans al- 
ready made, provided, of course, 
that such loans meet the require- 
ments as to terms, etc. Although 
loans may be made on real estate 
other than farm lands for a period 
not exceeding one year, neverthe- 
less at the end of one year it may 
properly make a new loan upon the 
same security for another period 
not exceeding one year. The ma- 
turing note must be cancelled and 
a new note taken in its place, but 
in order to obviate the necessity of 
making a new mortgage the origi- 
nal mortgage may be so drawn in 
the first instance as to cover possible 
future renewals of the original note. 
Under no circumstances must the 
bank obligate itself in advance to 
make such a renewal. It must in 
all cases preserve the right to re- 
quire payment at the end of the 
year. 

With these powers and restric- 
tions in mind, let us consider the 
reasons causing a demand for the 
use of these powers, to what ex- 
tent it is possible to use them and 
what the banks are doing at this 
time. Undoubtedly much of the 
agitation for national banks to loan 
on real estate has from the very 
first been caused by the acute short- 
age of housing, but that is not the 
sole reason, As state banks of all 
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kinds gradually enlarged their op- 
erations to include active competi- 
tion for the commercial business of 
the country it was but natural that 
the national banks sought those 
powers heretofore exercised by sav- 
ings banks and trust companies. 
With the entrance of state banks 
into the commercial field, their 
ability to loan on real estate would 
be curtailed, as their funds must in- 
creasingly flow in commercial 
loans. This, to my mind, created 
a decided shortage of funds for 
building purposes and was but an- 
other reason for the agitation to 
increase real estate loans by 
national banks. This competition 
led to the establishment of savings 
departments by national banks, and 
there can be no doubt but that funds 
that would ordinarily have gone 
into real estate loans through the 
savings banks and state banks have, 
through the national banks, been 
largely directed into commercial 
lines. 

How far each of these causes has 
gone to operate as a disturbing and 
curtailing factor in our housing 
crisis is very difficult of determina- 
tion but I am sure we all readily 
admit them as such. The Reserve 
Act as amended has recognized the 
situation for we find state banks 
now members of the Federal re- 
serve system and having substan- 
tially all powers of national banks, 
and we find national banks with 
savings and trust departments in 
direct competition in an enlarged 
way with the state banks, including, 
of course, the authority to loan on 
real estate. 


Instructive Statistics 


The total capital and surplus of 
our national banks is $2,055,000,- 
000. AS national banks in central 
reserve cities are not allowed to 
loan on real estate, it is necessary 
to deduct from this amount the total 
capital and surplus of such banks, 
which is $422,000,000. The capital 
and surplus, therefore, of all na- 
tional banks authorized to loan on 
real estate is about $1,600,000,000. 
One-fourth of this amount, or 
$400,000,000, is the loaning power 
available. As so-called country 


banks contribute one-half of our 
total capital and surplus, and even 
these banks loan on city property 
or “other real estate,” as the Act 


reads it is a reasonable assumption 
that one-fourth of the loaning pow- 
er, or $100,000,000, would go into 
farm or agricultural loans, while 
the remainder of $300,000,000 
would be available for other real 
estate loans. 

Remembering these figures, let us 
see what has actually happened. The 
latest available published figures 
show that loans directly on real 
estate totaled over $92,000,000 as 
compared to $400,000,000 legally 
possible to loan direct, and that 
loans on other real estate security 
were also $92,000,000, or practically 
$200,000,000, directly and _indi- 
rectly. Almost one-half of the 
total thus advanced was reported 
as in the middle west and southern 
states, indicating a tendency to agri- 
cultural loans, although this is not 
conclusive. Of course, these figures 
do not show, and there is no means 
of exactly showing just how much 
has gone into housing development 
through the means of loans to hous- 
ing companies, builders, building 
and loan associations, all of which, 
though not direct on real estate, 
immediately goes into such lines. 


Methods Employed 


To discover the many methods 
actually employed to assist and en- 
courage these organizations, and 
also to discover how the national 
banks are aiding in this situation, 
a careful canvass has been made of 
leading banks in districts that have 
distinct and serious housing prob- 
lems, and the information so ob- 
tained is of the most interesting 
character. 

A prominent Massachusetts bank 
has set aside a sum in excess of its 
capital and surplus, and, of course, 
many times what it could loan di- 
rect on real estate, for making con- 
struction loans using the credit of 
responsible builders for the medium 
of such loans. The home-owner 
must have been a depositor and 
known to the officers as responsible. 
When the house is completed, the 
national bank assists in securing a 
savings bank mortgage of long 
duration and will then carry for 
the builder the balance, which is 
reduced by the amount put up by 
the owner and is also secured by 
second mortgage. The latter is 
reduced monthiy and is a desirable 
bank investment in every way. 


This is an excellent plan as it brings 
the bank directly in touch with the 
home-owner and is most satis- 
factory to all concerned. 

From New York State we learn 
that loan associations, home-build- 
ing corporations and mortgage in- 
stitutions as well as builders and 
contractors are all given substantial 
loans and at low interest rates for 
the specific purpose of stimulating 
building. 

A prominent New Jersey town 
has its problem aided by the banks 
making liberal loans to the building 
and loan associations. It is their 
established policy to loan well-man- 
aged associations up to five months 
of their receipts for dues. The 
amount so loaned is many times 
what could be legally loaned on real 
estate direct. 

Thus we see the numerous ways 
in which the national banks, in addi- 
tion to their legalized powers for 
loaning on real estate, have helped 
our national building problem and 
I have no doubt but that further 
investigation would show the same 
spirit of cooperation throughout the 
whole country. Were it possible 
to ascertain the amount of money 
so advanced it would be shown be- 
yond all question that our housing 
needs were considered of first im- 
portance and treated accordingly. 
How much further our national 
banks can go to aid in this matter 
is manifestly a question for each 
to settle as their community needs 
arise. Encouraging the building of 
new homes and aiding in the eco- 
nomical financing of their construc- 
tion discharges a civic responsi- 
bility resting on our banks and at 
the same time promotes very good 
business. There is of course much 
educational work to be done in this 
respect, for each of the many ways 
suggested for using national bank 
funds should receive both support 
and encouragement. While their 
resources have in generous measure 
entered into every stage of the de- 
velopment of our national building 
program, there yet remains for 
a large number of banks the oppor- 
tunity to aid along lines of special 
application to their own local fields. 
That this aid will eventually be 
given cheerfully and willingly | 
confidently predict, for they need 
only be shown the necessity. 
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The Senate Report on Housing 


By W. A. SADD 


President Savings Bank Division American Bankers Association and 


HE report of the United 
States Senate Select Com- 
mittee on Reconstruction 
and Production, presented by Sena- 
tor Calder on December 14, 1920, 
is disappointing, although the coun- 
try has learned to expect very little 
from such so-called investigations. 
The report fails to give any facts 
of value to either housing or con- 
struction interests and even the 
conclusions appear to be based on 
such superficial reasons as to be 
worthless or even dangerous. 
Turning first to the remarks on 
“finance and taxation,” the commit- 
tee appears to favor (1) investment 
of time deposits of national banks 
in part in real estate mortgages, 
(2) exemption for a limited period 
of interest from real estate mort- 


_ gages, (3) exemption from the in- 


come tax of profits from home 
building to the extent that they 
are reinvested in the construction 
of other homes, (4) bond issues by 
a Federal instrumentality for redis- 
counting mortgages on dwellings 
by building and loan associations 
and other institutions and (5) de- 
velopment of a national savings in- 
stitution in the United States Post 
Office Department. 

Careful consideration of these 
various proposals seems to indicate 
that they are not only unsound in 
theory but actually unnecessary so 
far as they are not absolutely im- 
practical. .The only exception we 
would make from this general 
condemation is that with reference 
to real estate loans from the actual 
savings deposits in national banks. 
It is difficult to discuss this ques- 
tion in view of the persistent neglect 
and even refusal of the Treasury 
Department to require national 
banks to segregate and report their 
savings deposits. 


Tax Exemptions 


As to the need for exemption of 
the income from real estate mort- 
gages, “if revision of the taxation 
system does not restrict the issue of 
tax exempt securities,” such action 
has been condemned in strongest 
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possible terms by the American 
Bankers Association, the Invest- 
ment Bankers Association, the Na- 
tional Tax Association, the recog- 
nized economists, and various other 
organizations and persons qualified 
to speak. Not only has such a form 
of subsidy been shown to be falla- 
cious from the viewpoint of bor- 
rowers, but it tends to defeat its 
own ends. Our program of war 
finance depends very largely for 
success upon the progressive sys- 
tem of income taxation, yet it will 
be defeated by mortgage exemption 
and thus increase the tax burden 
upon persons of small income 
through need of higher normal’ tax 
rates and the addition of consump- 
tion taxes. Those results would be 
hurried by the inevitable extension 
of exemptions to public utilities and 
other interests equally hurt by the 
Federal sur-taxes. 

But, aside from the above, it has 
not been shown that any increase 
in funds for real estate finance 
would lower the cost of habitations 
within the term of the present 
emergency to a point where wage 
earners can afford to invest. 

The idea of tax exemption for 
profits from real estate operations 
which are reinvested in the con- 
struction of other homes, appears 
to have been borrowed from the 
Merchant Marine Act. It seems to 
be subject to all the objections 
which we have made. All tax ex- 
emption schemes are vicious, un- 
democratic and confer _ special 
privilege upon those most able to 
pay taxes. 


Home Loan Bank 


The creation of a national instru- 
mentality for rediscounting mort- 
gages on dwellings would of neces- 
sity be accompanied by not only a 
national but a distinctly bureau- 
cratic control of housing finance. 
Housing. finance is essentially local 
in all of its characteristics. Its 
form varies according to the eco- 
nomic and social status of each com- 
munity. This is shown by the fact 
that the building and loan associa- 
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tions have assumed twenty or more 
forms as to plan of operation and 
their actual local differences are 
almost as numerous as the associa- 
tions themselves. In New York, 
where the mutual savings banks 
alone have over $2,000,000,000 of 
deposits, of which half is invested 
in real estate security, the loan as- 
sociations boast only about $100,- 
000,000 of assets. 

In fact, the principal interest of 
the advocates of this plan appears 
to look solely to the subsidy of tax 
exemption from all taxes which the 
bill carries. 

We are unable to concur with the 
committee that the Federal Home 
Loan Bank would be “a most de- 
sirable national facility and a most 
promising substitute for govern- 
mental participating in the housing 
business.” We are not looking for 
a “substitute.” 


Postal Savings 


The committee advises that “all 
Federal thrift activities be consoli- 
dated under the postal savings 
branch of the Post Office Depart- 
ment” with “adequate” interest pay- 
able quarterly and extra compensa- 
tion to postmasters to call forth 
“their energetic efforts in develop- 
ing this important national facil- 
ity.” 

Possibly we must read this in con- 
junction with the much discussed 
plan to have postal deposits in- 
vested in local real estate mort- 
gages. This could not be more 
effective than any other scheme for 
government loans to individuals. 
It would certainly lead to further 
steps into the field of private bank- 
ing. The hand of the professional 
politician could easily turn this to 
his advantage, and, of course, the 
larger the number of depositors, the 
more impudent would government 
-be in its efforts to correlate inter- 
est rates and loans to economic 
conditions. 


Directing Private Initiative 


The committee also recommends 
the creation of “a federal bureau 
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which shall serve as a clearing house 
of the best-knowledge and practices 
in construction work, to bring about 
greater uniformity in building 
codes, conservation in the use of 
lumber and other building materi- 
als ; standardization of such parts of 
construction as may be standard- 
ized without interference with de- 
sign; publication of fluctuations in 
wholesale prices and publication of 
available quantities of supplies of 
building materials; publication of 
methods of city planning as well as 
the sound methods of financing; all 
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to the end that the best knowledge 
of the country may be collected and 
disseminated, so that private initia- 
tive may be encouraged and di- 
rected toward well-located, service- 
able structures of good design and 
at minimum cost.” 

Such of the above as relates to 
practicable and serviceable func- 
tions, we submit are already in ex- 
istence far more effectively than 
could ever be expected of any Fed- 
eral bureaucrat. Here, again, we 
must observe that local conditions 
are so variant as to make such a 
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governmental service of no utility 
which will be commensurate to its 
cost to taxpayers. 


Other Proposals 


On the first part of the report, 
relating to the regulation of trans- 
portation and coal production, we 
would only observe that the situa- 
tion requires a serious study with a 
view to developing public control 
and the avoidance of monopoly 
rather than any further tendency 
toward public ownership. 


Business and Speculation 


USINESS and speculation 
are two different things. It 
is easy to recognize the ex- 

treme of each, but there is a mid- 
dle ground where the dividing line 
is obscure. In nearly every busi- 
ness there is a certain amount of 
speculation. To a superficial ob- 
server the business of farming, for 
example, seems to be anything but 
speculative, and yet the results of 
tilling the soil are the most un- 
certain of any legitimate occupa- 
tion known to mankind. Even in 
normal times the prices of staple 
farm products often vary from 25 
per cent. to 50 per cent. year by 
year, and such crops as apples, po- 
tatoes and onions often vary 100 
per cent. There are few mercan- 
tile or manufacturing businesses in 
which such radical changes of 
value are encountered. In selecting 
for planting in the spring such 
crops as in his judgment will bring 
remunerative prices in the fall, the 
farmer is to a great extent a specu- 
lator. The speculative feature is 
particularly prominent when the 
farmer selects such uncertain crops 
as beans or potatoes. The local 
buyer who purchases products be- 
fore harvest is also a speculator, 
and the Board of Trade operator 
who invests his money in accord- 
ance with his judgment as to prices 
one or more months in the future 
is no more a speculator than the 
farmer and local buyer whose 
transactions have preceded him. 
In like manner the merchant who 
stocks up with an unusual quantity 
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of any special line of goods—par- 
ticularly goods susceptible to the 
whims of fashion—becomes a spec- 
ulator. The manufacturer who 
takes advantage of apparent bar- 
gains in raw material is also a 
speculator. Within certain bounds 
speculation is a legitimate feature 
of business. Exactly where the 
legitimate point ends and _ the 
illegitimate begins it is difficult to 
state. A safe rule is never to 
speculate when loss would be em- 
barrassing. 

There is no public prejudice 
against the merchant who specu- 
lates on the demand for certain lines 
of goods or against the manufac- 
turer who trusts his own judgment 
in the purchase of unusual quanti- 
ties of raw material. Neither is 
there any criticism of the farmer 
who plants an unusual acreage of 
beans in the belief that beans will 
be a more profitable crop than 
wheat or oats. The public preju- 
dice against speculation is directed 
against transactions upon produce 
and stock exchanges. 

Every transaction on the floor of 
an exchange represents an actual 
transfer of property. Buying 
grain or stocks on a margin is the 
same sort of transaction as buying 
a piece of real estate and paying 
10 per cent. down and giving a 
mortgage for 90 per cent. of the 
purchase price. There is nothing 
illegitimate about either transac- 
tion. Moreover, it is an acknowl- 
edged fact that the speculative 
public is more inclined to buy than 


to sell. Under such circumstances 
the bids of speculators on ex- 
changes tend to raise the price of 
products and are therefore indi- 
rectly beneficial to the producing 
classes. The legitimate exchanges 
of the country, such as the Chicago 
Board of Trade and the New York 
Stock Exchange, and similar bodies 
in various other cities, are parts 
of the necessary machinery of com- 
merce. The farmer cannot indi- 
vidually ship his products to Chi- 
cago or New York, not to mention 
Liverpool, nor could banks under- 
take to finance small individual 
shipments. The machinery of 
warehouses and boards of trade 
seems to be essential in handling the 
food products of the country. 
Stocks and bonds, it is true, are not 
raised in the same manner as prod- 
ucts of the soil, but they never- 
theless are the creation of human 
activity notwithstanding the fact 
that they sometimes represent 
quite as much wind and water as 
are required in the production of 
the farm crops. Under such cir- 
cumstances, speculation in futures 
on grain exchanges is not only nat- 
ural, but becomes an essential ele- 
ment of commerce. In like man- 
ner speculation in stocks, which is 
based upon the judgment of the 
speculator in regard to future 
earnings, is equally natural, al- 
though not so essential to com- 
merce as the purchase of food 
products before they are delivered 
to the consumer, and in many cases 
before they are harvested. 
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The Equilibrium of Industry 


By GEORGE E. ROBERTS 


Vice-President of the National City Bank of New York 


HE chief factor of instability 
in the business situation is 
the fact that the entire indus- 
trial organization is a voluntary 
one. We live under a régime of 
personal liberty. It is up to the 
individual to find the place in the 
social organization in which he may 
be useful. He chooses his occupa- 
tion and determines his business 
policies, the governing principle, so 
far as society is concerned, being 
that the largest results for the indi- 
vidual are usually in harmony with 
the social interests. 


The Industrial Pendulum 


The individual is thrifty or ex- 
travagant according to his personal 
inclination; he may save from his 
income against a rainy day, or spend 
as he pleases. In business he may 
be cautious or venturesome; he 
may go into debt as far as he can 
get anyone to trust him, or extend 
credit to others as he pleases. In 
ordinary times the mistakes of in- 
dividuals in the management of 
their affairs, although involving 
losses that are wasteful and a detri- 
ment to the common interest, are 
not united in their influence and do 
not disturb the general equilibrium. 
There are, however, mass tenden- 
cies and movements of great conse- 
quence. There is a mass psychology 
so subtle and dominating in its in- 
fluence that the individual judg- 
ment is unconsciously swayed. 
When everybody is thinking along 
the same lines the normal checks 
and correctives are wanting. We 
need something outside of our own 
mental atmosphere by which to keep 
our bearings, and that something is 
lacking when public opinion is all 
running one way. It creates a cur- 
rent of influence so strong that 
independent opinion is submerged 
and inactive. Under such condi- 
tions a mass movement is likely to 
swing so far that this voluntary, 
flexible, highly organized business 
organization is thrown out of bal- 
ance. A period of expansion is 
likely to overleap itself, and when 
reaction comes the pendulum swings 
as far in the other direction. Ap- 


pearances are very deceptive. The 
demand for goods is highly elastic, 
as every line of business has had 
occasion to observe during the past 
year. While certain wants of the 
population are imperative and must 
be supplied from day to day, others 
may be deferred. Construction 
work, which is always in order for 
the purpose of improving the means 
of production and of enlarging pro- 
duction, is a large factor in every 
period of prosperity, and may be to 
a great extent suspended for a time. 

When the equilibrium is lost, 
there is an immediate suspension of 
enterprise and shrinkage of opera- 
tions in an instinctive endeavor to 
find the position where the indus- 
tries will be mutually supporting 
again. 

The losses and hardships inci- 
dental to these periods of readjust- 
ment are serious, and, of course, it 
is very desirable that a greater de- 
gree of stability shall exist. It is 
not to be supposed, however, that 
we will seek it by turning the clock 
backward toward arbitrary control 
of industry or curtailment of indus- 
trial liberty. The scheme of life 
now being tried in Russia, under 
which a government rules and di- 
rects everything, assigns each per- 
son to his work and apportions to 
each his share of the product, is not 
likely to be adopted elsewhere, at 
least until it has shown better re- 
sults in Russia. 


Individual Development 


It has been always a fascinating 
theory that industry might be main- 
tained in perfect balance, and op- 
erated with the minimum of friction 
and waste, by having it regimented 
and run from above, but that theory 
leaves the variable human element 
out of account even from the stand- 
point of efficiency, and it leaves out 
the value of liberty as a factor in 
individual development. It is a 
theory focused upon day-to-day re- 
sults, with the emphasis laid upon 
routine performance. Its aims are 
concentrated upon using and di- 
viding what we have rather than 
upon developing the latent re- 
sources. The lesson of civilization 
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has been that individual and social 
progress are both promoted by giv- 
ing free play to individual ambition 
and initiative, and by the develop- 
ment of personal responsibility. 
They come, not by telling people 
what to do and driving them to do 
it, but by affording an incentive to 
independent personal effort. 

But every degree of freedom to 
the individual involves the possi- 
bility of mistakes on his part, and of 
diversity and confusion in industrial 
affairs. It involves risk to himself. 
It is not so very far back in history 
since the common man was granted 
the right to move about as he 
pleased, to learn a trade of his own 
choice, or even to wear clothes of 
his own selection. A serf attached 
to the soil or bound to a certain 
service had certain guarantees that 
are not given to him as a full, free 
member of society. 


Fundamental Remedies 

The fundamental remedies are 
not by putting society into strait- 
jackets, not by an increase of arbi- 
trary authority, or by limiting the 
responsibility of the individual, but 
by a wide diffusion of knowledge 
concerning our cooperative system 
of industry and by striving to 
strengthen and stabilize that sys- 
tem. People cannot be expected to 
work together effectively unless 
they have a common and sym- 
pathetic understanding of the 
purposes they are working to ac- 
complish and of the means by 
which they are working. 

A knowledge of the fact that 
there is a normal state of equilib- 
rium throughout industry, which 
affords a basis of just and har- 
monious cooperation between all 
classes ; that no class has anything 
to gain, and every class is certain 
to lose, by a disturbance of the 
equilibrium, would of itself be a 
great stabilizing influence. It would 
tend to narrow the scope of indus- 
trial disputes, eliminate the ideas 
of class conflict and international 
rivalry and develop a spirit of loy- 
alty among all classes to the unified 
organization which is serving the 
whole social body. 
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The National Product and Its Distribution 


TUDIES of the national prod- 
S uct and its distribution are of 

growing practical importance. 
If properly made, they may have 
a controlling influence on questions 
of taxation and industrial develop- 
ment, and may furnish a sane basis 
of fact for much political discus- 
sion that is now tangled in a mass 
of loose opinion. But to serve 
these purposes the analyses must 
be made in a broad way, and must 
in particular take account of the 
constant changes that are taking 
place in the character of the na- 
tional product and the ways in 
which it is distributed. 

If we go back only so far as early 
Colonial days in this country, the 
bulk of the real income of the 
population was not in money, but 
in the products of farms and home 
industries consumed directly by the 
producers and their families; and 
today there are still many isolated 
and almost self-contained farms 
that produce comfortable livings, 
even if very little in the way of 
actual money income. The use of 
urban home properties by their 
owners and the services of house- 
wives to their families are other 
large items. All of these elements 
in the national product are real. 
Furthermore, each item is tending 
year by year to assume new forms 
that are measured in terms of 
money. Farm and urban tenantry 
is increasing. The self-contained 
farm is giving way to the farm that 
specializes on money crops, and 
even the housewife is seeking gain- 
iul employment and is buying the 
family meals at the delicatessen 
shop. 

Besides these changes, there are 
others of a different sort that are 
quite as fundamental. In an ad- 
vancing civilization there is nat- 
urally less and less of our national 
effort devoted to the production of 
necessities and more and more to 
the production of luxuries, to edu- 
cation, to governmental services 
and activities, and to entertain- 
ment. We are spending larger 
sums each year for sanitation, for 
police and fire protection, and for 
good roads. We may even con- 
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tinue to spend increasing sums for 
improved varieties of warfare. 
Moving picture exhibitions and 
great battles are, in fact, as truly 
a part of the national product as 
are bread and meat. A survey of 
the national product a generation 
ago might perhaps have shown a 
per capita output of fundamental 
necessities not much different from 
the present, but a comparison on 
this basis would be entirely mis- 
leading. 


What Is National Product? 


When all of these factors have 
been considered, it becomes evident 
that we must have an initial broad 
definition of the tangible (annual) 
national product, which definition 
must include: 


a. The output of goods for immediate 
individual consumption. 

b. The output of items of non-produc- 
tive and non-consumable, or only slowly 
consumable, wealth; i, e., jewelry, plea- 
sure automobiles, etc. 

c. The output of productive structures 
and machinery, less replacements; 4. e., 
the net increment of such items. 

d. The value of all private and cor- 
porate services to individuals. 

e. The value of all governmental ser- 
vices to individuals. F 

f. The annual value of all direct indi- 
vidual use of productive property and 
machinery; i. e., mainly the use of home 
property by its owners. 

g. The net income (positive or nega- 
tive) from international investments. 

h. The net earnings (positive or nega- 
tive) through international interchanges 
of the services of capital and persons; i. ¢., 
mainly in respect to shipping and cable 
facilities, but including also sums paid 
in respect to patents, copyrights, etc. 

i. Net balances (positive or negative) 
in respect to taxes paid by, and govern- 
mental services furnished to, colonies, 
protectorates and dependencies. 


The preceding definition neces- 
sarily requires some amplification 
in detail. The national product 
can be measured, as a whole, only 
as and where it serves individuals, 
1. e., at the point where individual 
consumption occurs or final title is 
taken. The real products are not 
wheat on the farm and cloth in the 
factory, but bread on the table and 
clothes on the backs of human be- 
ings. Iron ore and coke, and even 
the blast furnace that is worn out 
in the iron-making process, appear 
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finally as finished iron and steel 
products, and the labor and raw 
materials used in the intermediate 
stages of manufacture must not be 
counted twice in summing up the 
national product. Furthermore, 
through the operations of interna- 
tional trade, much of our domestic 
product takes new forms before it 
passes into the hands of our indi- 
vidual consumers. Finally, - also, 
the grand total must necessarily be 
summed up in terms of a common 
money denominator; for no valua- 
tion of the national product or pic- 
ture of its distribution could have 
a workable meaning if it were in 
terms only of loaves of bread, suits 
of clothes or tons of domestic fuel. 

These and other considerations 
only emphasize the need for a 
broad definition of the national 
product such as that previously 
outlined. Yet they make it equally 
clear that such a definition can 
serve only as a general guide to 
the investigations that must be 
made, and that primary reliance 
must be placed upon a summa- 
tion of individual money income, 
supplemented and checked by 
other data. 


National Money Accounting 


It is at this point that the very 
helpful concept of national 
money accounting first comes in. 
Such an accounting is, in effect, a 
detailed analysis of the continuing 
round flow of money from individ- 
ual money incomes, to individual 
expenditures, through the accounts 
of individual and corporate entre- 
preneurs and governmental agen- 
cies, and back again by sources— 
salaries and wages, rents, interest, 
dividends and profits—to individual 
incomes. The balances involved 
are necessarily those of a cash ac- 
counting, and incomes, for this rea- 
son, must be measured in terms 
of receipts rather than accruals. 
Certain entirely practicable adjust- 
ments must also be made for credit 
expansion and contraction, for the 
effects of international investments 
and international trade, for “invis- 
ible” trade balances, for corporate 
surpluses, etc. But, with these fac- 
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tors once recognized, the procedure 
is such as to enable effective use 
to be made of practically every 
source of statistical information 
that is available. 


Income Distribution 


For practical purposes, in mak- 
ing constructive use of any study 
of income distribution much de- 
pends upon the care and accuracy 
with which certain necessary final 
adjustments and interpretations are 
made. Allowance must be made 
for the use of home properties by 
their owners, and for the consump- 
tion of food and wood fuel by agri- 
cultural producers. The first sum- 
mation should show gross incomes 
before deduction. of personal in- 
come taxes. But this initial esti- 
mate should be paralleled by a state- 
ment of net incomes after such 
deductions have been made, and a 
further separation should be made 
between amounts saved and 
amounts expended for current liv- 
ing. Estimates should also be made 
of the approximate  distribu- 
tion of the sum of all individual 
incomes by sources—personal ser- 
vice, rents of natural resources, 
interest, dividends and_ profits. 
And, finally, the entire study must 
be interpreted and made available 
for comparison with preceding and 
succeeding studies through the set- 
ting up of appropriate price indices 
by means of which figures as to 
money incomes may be read in 
terms of purchasing power. 


Corporate Surpluses 


A further and very important 
point that must be considered in 
any present-day study of the na- 
tional income is the economic 
meaning and proper treatment of 
additions to the surpluses of busi- 
ness enterprises. 

First of all, as to the nature of 
such surplus earnings, an initial 
subdivision may be made into the 
following elements : 

a. Book profits based on revaluations 
of assets, etc. 

b. Necessary, but unrecognized, insur- 
ance against contingencies and ultimate 


losses, 4. é., in the long run, a real expense 
of doing business. 
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c. Reinvestments in excess of the 
above, which never become the basis for 
dividends. 

d. Reinvestments which sooner or 
later may become the basis for dividends. 

The preceding separations tend 
to make clear the fact that addi- 
tions to corporate surpluses cannot 
be treated in toto as returns to in- 
vestors. The actual distribution 
of interest, profits and dividends to 
individuals is the only tangible 
thing that can be dealt with. This 
tangible distribution may, of 
course, be affected, in the future, 
by present reinvestments, just as 
the present distribution is, to a con- 
siderable degree, affected by past 
reinvestments. Undistributed 
earnings may, in some cases, in- 
crease future dividend payments, 
although this increase will very 
rarely be as great as it would be if 
plant and business extensions had 
to be financed wholly out of new 
security issues. In other cases, 
they may tend to increase wages 
in the industries involved. But, in 
the long run, it is probable that 
the principal tendency is to reduce 
prices of commodities and charges 
for services. This is certainly the 
case in connection with public utili- 
ties operating under close regula- 
tion. 


Effect on Distribution of Product 


Another viewpoint in respect to 
undistributed corporate surpluses 
is that of their bearing on the dis- 
tribution of the national product. 
It is rather easy to show, first of 
all, that they have no direct effect 
on the round flow of money or on 
the relative distribution of the total 
money income between personal ser- 
vice, capital and natural resources. 
The ten dollar bill that goes to 
a shoe factory for a pair of shoes 
will show up again as some per- 
son’s individual income with equal 
certainty whether it is spent wholly 
for shoe materials, and the wages 
of shoe workers, or spent in part 
for the erection of additions to a 
shoe factory, or is taken by the 
government as excess profits taxes 
and spent for the support of 
government bureaus or the mili- 
tary establishment. In_ general, 
also, the way in which the money is 
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spent will not greatly affect the 
percentages that firially appear as 
salaries and wages, dividends, etc. 
The only real result that develops 
from the existence of undistributed 
earnings of business enterprises is, 
therefore, to hold title to a certain 
portion of the national product in 
suspense. It is not proper, how- 
ever, to add the value of such sus- 
pense items to the money total of 
the national dividend. The actual 
operations are more nearly com- 
parable to what occurs when the 
government imposes a sales or 
other indirect tax which is even- 
tually reflected in commodity prices, 
and invests the proceeds in perma- 
nent buildings; although, in the 
case of surplus earnings in freely 
competitive industries, the source 
of the investment fund is not in- 
creased prices, but the withholding 
from investors of what may be 
described, rather elaborately, as 
the profits of supra-marginal effi- 
ciency of management and the 
rents of supra-marginal competi- 


tive advantage. 


Excess Profits and Improve- 
ments 


This analogy between land rents 
and the excess of the profits of 
non-marginal over those of mar- 
ginal competitive concerns has 
lately received considerable atten- 
tion and is the basis for much sup- 
port given to excess profits taxes 
as a permanent source of govern- 
mental revenues. It may not, 
therefore, be out of place to con- 
clude with the suggestion that, as 
between governmental agencies 
and a large and growing number 
of public utility and industrial or- 
ganizations there is at least an even 
chance, both now and for the fu- 
ture, that equally effective and more 
direct social use may be made of 
surplus earnings if they are ex- 
pended by the business enterprises 
rather than by the government. 
This is particularly true where busi- 
ness policies are in the direction of 
moderate rates of distribution of 
earnings, and the reinvestment of 
all balances in extended and im- 
proved productive plant or other 
expansions of business activity. 
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Economics of Success 


By JOHN H. PUELICHER 


Chairman of the Committee on Public Education of the American Bankers Association 


AKING the mystery out of 
the banking business, is the 


task of the banker. No pro- 
fession serves the public more—no 
profession is less understood by 
the public. In no other business 
is the public represented as it is 


in the banking business. Banks are | 


examined by public examiners in 
the interest of the public and yet 
the general public is less acquainted 
with the banker than it is with 
most other public, or quasi-public, 
servants. 

For this reason the Committee 
on Public Education has prepared 
plans for bringing that part of the 
public which is getting its educa- 
tion for future usefulness—the 
children in the schools—into great- 
er familiarity with the banker and 
his business. In other words, it 
hopes to bring the bank to the 

school and the school to the bank. 
‘In the accomplishment of this 
object, it has been promised the 
cooperation and the machinery of 
the American Bankers Association, 
the Bankers Associations of the 
various states, the State Secretaries 
Section of the American Bankers 
Association and the American In- 
stitute of Banking, and the assist- 
ance and support of many of the 
school men and women of our 
country, as well as that of text 
book writers and publishers. There 
are at present in preparation ten 
skeleton  lectures—ten, because 
there are ten months in the school 
year, and the lectures are intended 
to be given one each month. 

The skeleton lectures are being 
prepared to give order to the 
work. The knowledge which the 
lecturer possesses because of prac- 
tical acquaintance with banking 
will be relied on to make the lec- 
tures interesting and instructive. 


The Banker’s Influence 


The influence which the banker 
has in his home community is being 
depended upon to make it possible 
to get before the school board the 
need of this character of instruc- 
tion. The nation has spent a vast 
amount of time and effort to intro- 


duce the word “thrift” to our peo- 
ple, making a great war the occa- 
sion for the introduction. The 
banker should now follow up what 
the nation has so well begun. In 
the seventh and eighth grades of 
the grammar school and in the high 
school grades studies are being 
pursued that will permit correla- 
tion with the study of finance. The 
school teacher will without doubt 
welcome the assistance of the 
banker who agrees to appear be- 
fore the pupils with a carefully 
planned lecture on the subject on 
which he is a specialist, and when 
his talk has been followed by a 
visit to his bank by the class, to 
see practically illustrated the facts 
presented in his talk, he will have 
done much to take the mystery 
out of his business. He will have 
brought his bank to the school and 
the school to his bank. 


Affiliated Associations 


Twenty-four of the state associa- 
tions have thus far appointed Com- 
mittees on Education ready to co- 
operate with the American Bankers 
Association Committee, and ten 
further state associations are ap- 
pointing their committees now but 
have not as yet reported the mem- 
bership. 

The Secretaries Section has 
through its officers and its mem- 
bers placed its far reaching facili- 
ties at the disposal of the American 
Bankers Association Committee 
and the secretaries of state asso- 
ciations will be one of the potent 
factors in the work. 

In the larger cities, where the 
American Institute of Banking has 
its well developed chapters, the 
work will go forward with vigor. 
The chairman of the Committee on 
Public Affairs is making plans for 
putting into action the whole ma- 
chinery of the American Institute 
of Banking as soon as the lectures 
are ready for distribution. 


Text Books 


Text book writers and publishers 
have given the need of a wider 
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knowledge of “Banks and Bank- 
ing” considerable attention. Books 
on banking, on budgeting, on the 
elements of business, are being pre- 
sented to school boards in the hope 
that these subjects may be given a 
place in the school curriculum. The 
undertaking of these four bankers’ 
organizations, supported by the 
school man, the writer and the pub- 
lisher, when once thoroughly under 
way, will reach the very roots of 
our national welfare. 


Thrift and Citizenship 


Thrift and saving, expressed in 
a savings account, in the owner- 
ship of a home, in the possession of 
adequate insurance for the protec- 
tion of those in the home, are so 
closely related to good citizenship 
that these possessions should be 
made so familiar to our people 
that they will be universally prized. 

The statesmen of all time have 
advised planting deep these virtues. 
Abraham Lincoln said, ‘Teach 
economy. That is one of the first 
and highest virtues. It begins with 
saving money.” It is the duty of 
the American banker—duty to his 
profession and duty to his country 
to teach economy, to see that it is 
taught as one of the first and high- 
est virtues, that it begins with sav- 
ing money. 

The political demagogue who in 
the future cries against the banker 
will cry in vain. The banker will 
have taught the people the true 
place he occupies in the economics 
of success. 


U. S. Savings Stamps 


The United States Treasury De- 
partment has announced the con- 
tinuance of Government Savings 
Certificates and that the present 
ones will be augmented during the 
current year by two new issues. 
One is to be a $1 Savings Stamp 
and the other a registered Treasury 
Certificate of maturity value of $25. 
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Our Foreign Trade Balance Since the Armistice 


By JOHN H. WILLIAMS 


Assistant Professor of Banking in Northwestern University School of Commerce 


N financing our trade balance 
i since the armistice the part 

played by long-time investment 
has been thus far small. From 
January 1, 1919, to November 
1, 1920, our total foreign invest- 
ment was about $1,650,000,000, 
but against this there has been 
$1,086,000,000 of maturing loans. 
Subtracting interest payments, 
foreign investments have con- 
tributed but a quarter of a 
billion dollars to the financing of 
our large post-war balance of trade. 
In other words, since the retirement 
of the government from the field of 
export financing in June, 1919, the 
burden of supplying Europe with 
our exports has fallen chiefly upon 
our bankers and exporters, in the 
form of short-time extensions of 
credit. 

The estimates that have been 
made of these short-time credits 
have shown wide variation and for 
the most part, I believe, have been 
exaggerated. In February and 
March, 1920, while investigating 
our balance for 1919, I received es- 
timates ranging from $500,000,000 
to $5,000,000,000. My own com- 
putation showed short-time credits 
of $1,307,000,000. Much larger the 
total could not have been, for 
the phenomenal export balance of 
the first half of the year ($2,448,- 
000,000) was fully covered by the 
government credit advances, which 
amounted (inclusive of all relevant 
items) to $2,665,000,000, virtually 
the whole of which was advanced in 
the first half of the year. The trade 
balance of the second half of 1919 
was but $1,568,000,000. In 1920 
Europe’s unfunded debt to us 
undoubtedly increased markedly. 
Available statistics show that be- 
tween January 1, 1919, and Novem- 
ber 1, 1920, the United States piled 
up a surplus of credits not other- 
wise accounted for of $2,852,- 
000,000. 

There can be no doubt that tak- 
ing into account the remarkable 
revival of British exports, and also 
British foreign investments (still 
estimated by Edgar Crammond at 
$15,000,000,000) and her shipping 


earnings, Great Britain on the bal- 
ance of long and short time in- 
debtedness is still the world’s 
creditor. As Dr. Anderson has 
pointed out, however, England has 
used her improved position in for- 
eign trade to assume a considerable 
share of the indebtedness of the 
continent to us, rather than to pay 
off her own indebtedness here. 
This is indicated by the fact that 
New York banks and dealers have 
sold to London in large part their 
holdings of francs, marks and other 
currencies and for this reason ster- 
ling has probably ruled somewhat 
lower than its own merits would 
warrant and the other European 
exchanges somewhat higher. 


Position of Great Britain 


But to conclude the analysis of 
these sterling operations at this 
point is to overlook their most sig- 
nificant aspect. These operations 
represent not a new element in our 
international relations, but the re- 
vival of a very old one. They indi- 
cate that in spite of the war Great 
Britain has already recovered her 
traditional position as the world’s 
money market ; and Britain’s recov- 
ery of her traditional function in in- 
ternational trade is the very best 
evidence that triangular offsets are 
today operating upon our own inter- 
national balance.. The fact that 
London is assuming the burden of 
other countries, the fact that New 
York bankers are converting their 
holdings of other exchanges into 
sterling credits, the fact that we 
have had, meanwhile, an adverse 
balance with non-European coun- 
tries and a favorable balance with 
Europe—all this is strikingly remi- 
niscent of pre-war conditions and 
pre-war practice. Then, as now, we 
had an adverse trade balance with 
non-European countries, while we 
had an excess of exports to Europe. 
These individual balances had no 
significance, however, for then, as 
now, we converted our exports, no 
matter to what country sent, into 
sterling, and with London credits 
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paid off our adverse balances to 
other parts of the world. 

The natural assumption is that 
we are today continuing this prac- 
tice and that we are to a large ex- 
tent cancelling our debit balances 
with non-European countries by 
means of London credits. If this is 
not the case, one is faced with the 
necessity of explaining how these 
debit balances have been disposed 
of. Are we to assume that non- 
European countries are today 
carrying the United States with 
short-time credits, as we have been 
carrying Europe? The fact that 
since the armistice the dollar has 
gone to a premium throughout the 
world would certainly not bear out 
such an assumption. 


The Government and Foreign 
Trade 


It is unnecessary to carry further 
this brief survey of European con- 
ditions. What it indicates is that 
the foreign trade and the capacity 
to produce, not merely of England 
but of other important countries, 
have distinctly improved during 
the past year. Though affording a 
brighter prospect for the future, 
this improvement does not, of 
course, alter the fact that our 
bankers and exporters are today 
burdened with the necessity of 
financing our trade balance, that 
they are now carrying some $2,- 
852,000,000 of short-time export 
credits, and that this burden is 
growing heavier from month to 
month. That this method of ex- 
port-financing is an unsound and 
temporary makeshift, which can- 
not be carried much further, is 
recognized generally. Our most 
pressing problem today is to relieve 
the banks of this burden and pro- 
vide a sound and permanent basis 
for a large and beneficial foreign 
trade. 

I am in hearty accord with the 
decision of the government to with- 
draw from export financing. I see 
no valid grounds for the recent 
suggestions to revamp govern- 
mental war-time agencies to serve 
in times of peace. Such action 
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could be of but temporary effect, 
and our situation demands a per- 
manent trade financing mechanism. 
Moreover, the revival of govern- 
mental agencies would be in danger 
of prolonging the transition to 
more normal conditions. We must 
not forget that since the govern- 
ment ceased its credit advances to 
the allies in June, 1919 and re- 
moved the various war-time re- 
strictions upon foreign commerce, 
there has been a very sensible trend 
toward a more normal trade bal- 
ance. Until last September the gap 
between exports and imports was 
being steadily cut down. That this 
process did not involve a positive 
decline in value of exports has been 
due entirely to the continued rise 
of prices down to last May. The 
quantity figures show a distinct 
decline. If our export balance 
cannot be financed in any other 
way than by extensions of short 
time credit, whether these be made 
by the government or by banks, it 
is better that this decline of our ex- 
ports should continue. There is 
little to be gained and much to be 
lost by indefinite continuance of a 
policy of paying for our exports 
out of our own pockets. Govern- 
ment trade financing in any form 
would represent a continuance of 
this policy. 


The Edge Act and Its Possi- 
bilities 


A method of trade financing 
which offers a satisfactory perma- 
nent basis for the continuance of a 
large and beneficial foreign trade 
is that provided by the Edge Act. 
The most significant event relating 
to foreign trade since the Armis- 
tice is the recent decision to estab- 
lish a $100,000,000 foreign trade 
financing corporation under that 
act. There is not space to outline 
in detail the machinery provided by 
the Edge Act. In effect, the plan 
is to finance exports by the sale 
to American investors of the de- 
bentures (up to a maximum of 
$1,000,000,000) of the trade financ- 
ing corporation, which debentures 
shall be secured by the rehypothe- 
cation of foreign securities deliv- 
ered as collateral to the corpora- 
tion by the foreign importers of 
our products. This plan has two 
advantages. It provides a means 
of supplanting short-time credits 
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by long-time credits. In other 
words, it provides a method of 
accomplishing what we _ have 
seen, in the earlier portions of this 
paper, to be the only sound and 
effective basis for a permanently 
large and beneficial outflow of ex- 
ports and the only means whereby 
the overturn of our trade balance 
can be postponed beyond a brief 
period—an outflow of American 
investments. In the second place, 
it removes the chief obstacle which 
in the past has largely prevented 
such an outflow—the hesitancy of 
the American investor, born of 
lack of familiarity with foreign 
conditions. Under this plan Amer- 
icans will be asked to invest in the 
bonds of an American corporation, 
with which they are thoroughly 
acquainted and which has the ac- 
tive participation and support of 
our leading bankers throughout 
the country. 


Familiar Mechanism 


This mechanism is by no means 
unfamiliar or untried. It is the me- 
chanism of the British, Scotch and 
Swiss investment trusts, which have 
been operated successfully and 
profitably since the third quarter of 
the last century. It is very similar 
to the method which has been em- 
ployed in the United States in 
some lines of domestic trade. 
American electrical manufacturers, 
for example, have for many years 
sold equipment to street railway 
companies who could pay for it 
only with their corporate bonds 
maturing after a number of years. 
The manufacturers have main- 
tained subsidiary companies which 
have taken street railway bonds, 
deposited them with a trust com- 
pany under a trust agreement to 
secure an issue of the subsidiaries’ 
own notes, which the subsidiaries 
have then sold to corporations and 
individuals for permanent invest- 
ment. For a different purpose, it 
has been employed, in one instance, 
in our foreign trade. On August 
1, 1916, the American Foreign Se- 
curities Company, incorporated by 
a group of American bankers, 
made a three-year loan of $100,- 
000,000 to the French government, 
secured by a deposit as collateral 
by France of $120,000,000 of se- 
curities. These securities the com- 
pany rehypothecated with a New 
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York bank under a trust agreement 
to secure $94,500,000 of the com- 
pany’s own three-year 5 per cent. 
notes, which notes the company 
then offered to the public. That 
the operation was profitable is in- 
dicated by the fact that the com- 


. pany paid dividends throughout 


the three-year period averaging 
more than 8 per cent. upon its 
$10,000,000 of capital stock. 


The Future of Our Foreign Trade 


In establishing foreign financing 
corporations under the Edge Act 
we should bear in mind two funda- 
mental considerations. The first is 
that in the long run such corpora- 
tions will render most effective ser- 
vice not in financing our trade with 
Europe but with other parts of the 
world. It is true that the Euro- 
pean trade is today most in need 
of a sound financing mechanism. 
The present unsatisfactory state of 
our European trade, however, is 
but.temporary, whereas the need 
for foreign investment to support 
foreign trade will be permanent 
and growing. And the avenues of 
trade expansion will not be Euro- 
pean. On the future trend of 
American foreign trade the tenden- 
cies of pre-war trade furnish un- 
mistakable evidence. From 1900 
to 1914 the proportion of our Eu- 
ropean trade to total trade steadily 
diminished, the decline being most 
marked in exports. Our trade with 
non-European countries expanded, 
the most marked increase being in 
trade with Canada and other North 
American countries. In the early 
years of the war exports to Europe 
expanded enormously, but the pro- 
portion fell off rapidly and in 1918, 
before the war was over, was only 
slightly larger than in 1914. Since 
the war, particularly in the past 
year, this process has gone further. 
The percentage of exports to Eu- 
rope has diminished rapidly, reach- 
ing the lowest figure in our history, 
while exports to North America, 
South America and Asia have 
greatly expanded, and reached new 
high marks. Similarly, the re- 
markable increase in our imports 
since the armistice has been chiefly 
from non-European countries. 

The pre-war tendencies in char- 
acter of trade throw further light 
on the geographical distribution. 
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The broad tendencies were the fol- 
lowing: 

1. The decline of exports of 
foodstuffs and the growth of im- 

rts. 

2. The marked increase, abso- 
lutely and relatively, of exports of 
manufactures, and the more mod- 
erate decline in relative importance 
of imports of manufactures. 

3. The increasing importance of 
raw materials, particularly in im- 
ports. 


Period of Transition 


In other words, we were passing 
from the “young country” agricul- 
tural-extractive stage to the in- 
dustrial stage. We were barely 
self-feeding. Imports of crude 
foodstuffs surpassed exports in each 
year from 1909 to 1914 and total 
food imports surpassed food exports 
in 1912 and 1914. Excluding cot- 


Our 


port an increase in savings 
deposits, the tendency being 
especially marked when compared 
with the withdrawal movement 
which was manifest last summer. 

“There is nothing mysterious,” 
said the Springfield Republican, 
Jan. 10, “about this sudden increase 
in savings among the people. It re- 
flects their realization, belated no 
doubt, of the necessity for more 
thrift. When one considers that the 
capacity of America to save is, eco- 
nomically speaking, as great as its 
capacity to spend, he senses that the 
savings of the common people, once 
they are cognizant of the hard fact 
of lean times, may prove an impor- 
tant source of new capital for the 
general revival that-sooner or later 
is bound to come.” 

“When money comes easy, it goes 
easy,” said the Virginian, Minne- 
sota, Jan. 8. “When money is com- 
ing slowly, the saving instinct is 
given play and the savings in- 
crease.” 

And the Decatur Review, Jan. 9, 
remarked, editorially, that “in the 
atmosphere was the report and 


‘port GS bankers generally re- 


ton, exports of raw materials were 
declining in importance and imports 
were growing rapidly, to feed our 
expanding industries. The war 
caused a slighter change in these 
proportions than appears at first 
glance, the chief change being the 
abnormal outflow of food products 
to Europe. But food exports at no 
stage of the war exceeded in vol- 
ume the figures of 1899, and in the 
past year food exports have 
markedly declined. Meantime the 
expansion of manufactures has con- 
tinued. The percentage of manufac- 
tures to total exports was in 1900, 
40 per cent.; in 1914, 47-per cent., 
and in 1920, 51 per cent. 

The change from the agricultural- 
extractive to the.industrial stage in 
our foreign trade is proceeding 
steadily and rapidly. It means three 
things. It means that an outflow 
of foreign investment is the logical 
expectation. That is shown by the 


experience of the other leading in- 
dustrial nations. It means that in 
the long run this overflow will serve 
to finance the expansion of our 
trade primarily with the non-Euro- 
pean world. The experience of 
other industrial nations indicates 
clearly that this outflow will go to 
the relatively young and undevel- 
oped countries and will be closely 
allied with foreign trade expansion, 
in both exports and imports. And, 
finally, it indicates unmistakably 
that our capital, whether provided 
by corporations under the Edge Act 
or by any other process, in the long 
run will be used primarily to finance 
not exports of agricultural products 
but of manufactures. The present 
emphasis upon foreign trade finan- 
cing of agricultural products is but 
a temporary phase, due to the sud- 
den drop of our price level, which 
has hit the agricultural interests 
hardest. 


“Thrift” Clippings 


(From Savings Bank Division) 


feeling of tightening times ahead. 
This causes more people to be cau- 
tious about spending the money they 
get, which in turn means that more 


of them carry savings to the banks.” | 


Oppose Tax on Bank Deposits 


Connecting these thrift ideas 
with the proposals to tax bank de- 
posits, the Galveston News, Jan. 7, 
said: ‘The report that the proposal 
to tax bank deposits has not made 
any headway among congressmen 
verifies what must have been the 
common expectation. One had only 
to consider it to see that there was 
little likelihood of its adoption. The 
objections to it are numerous, and 
every one of them is formidable. 
The most comprehensive of them is 
that such a tax would penalize the 
doing of something which it is ur- 
gently desirable that everyone 
should do. 

“Economy and thrift, which are 
virtues that the country has much 
need to practice just now, yield 
only a small part of their possible 
social benefit when the money one 
saves is kept out of the banks. It 


does not serve as an instrument of 
industry and commerce. The miser 
who hides his savings contributes 
nothing to the force of industrial 
progress. His economy is a sub- 
traction from its energies. 

“Rather than tax bank deposits, 
it would be much more rational, if 
there were practicable means of 
doing so, to-tax.all accumulations 
that are kept out of banks. This 
proposal, like a good many others 
that are thrown into the congres- 
sional hopper, is a quack prescrip- 
tion, the adoption of which would 
aggravate the condition it is meant 
to cure.” 

“The kindergartens of thrift are 
in full blast,” heads an editorial in 
the Atlanta Georgian, Jan. 12, 
which reads: “Every savings bank 
in Georgia increases its efforts at 
this time of the year to gain new 
depositors. The motive of the bank 
managers, of course, is more busi- 
ness and more profits. In reality, 
they are evangelists. 

“There is no other agency in this 
broad land that can compare with 
_aggressive savings bank managers 
in spreading the gospel of thrift.” 


t 
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Comparing the Savings of Nations 


tered whenever the relative 

merit or success of the sav- 
ings institutions of one country are 
compared with those of another. 

Too often the comparison is used 
here to arouse interest in a for- 
eign institution which has met with 
success because it performed a 
function for which America has 
developed an entirely different or- 
ganism. The comparison too often 
is effective with those who will not 
study the conditions under which 
the contrasts arise! , 

Thus, exponents of governmental 
Savings institutions in America 
often bolster their arguments by 
data drawn from European and 
other countries where private sav- 
ings institutions had not become 
a principal reliance of small savers 
at the time when government in the 
respective countries began to as- 
sume duties which were in the 
nature of business rather than gov- 
ernment—it therefore was called in 
to take charge of small accumula- 
tions by the poorer classes. 

An example of the results of such 
careless thinking may perhaps be 
best appreciated in America when 
made in another country. We are 
then best able to judge of the points 
being mace by propagandists. 

Saving, the official organ of the 
national savings movement of Brit- 
ain, in its issue of October 20, 1920, 
page 215, argues that “the total 
sales of American war savings se- 
curities amounted to 1,168,559,000 
dollars, or, say, £233,632,000 ster- 
ling at the normal rate of exchange. 
On the other hand, securities to the 
value of 360,356,000 dollars, or, 
£72,071,000, have been redeemed, 
leaving about 808,300,000 dollars, 
or £161,660,000, still in the hands of 
investors. The ratio of redemp- 
tions is not heavy, being approxi- 
mately 30 per cent., so that roughly 
two-thirds of the amount invested 
by members of the humbler classes 
remain intact. 


Thrift of Britain’s Savers 


“We now come to Britain’s rec- 


ord in a similar field of effort. Ac- 


cording to information supplied to 
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us by the War Savings Committee, 
the G. H. Q. of national thrift in 
this country, the total number of 
war savings certificates sold up to 


.the first of the present month was 


427,787,134, representing a ‘cash 
subscription of £331,535,028. It 
will thus be seen that the small in- 
vestor in this country has subscribed 
a good deal more money towards 
the cost of the war than has the 
small investor of the United States. 
Considering the difference in popu- 
lation, America’s being more than 
double that of this country, the fig- 
ures are most creditable to the 
smaller investors of the United 
Kingdom, who have demonstrated 
that they are a good deal more 
thrifty than the inhabitants of the 
United States, despite the reputedly 
larger wealth of the latter country. 
“Equally favorable to this coun- 
try are the statistics of withdrawals 
or redemptions. While cash sub- 
scriptions, as we _ have seen, 
amounted to £331,535,028 up to the 
lst inst., the withdrawals, inclusive 
of interest payments—no inconsid- 
erable item—amounted up to Sep- 
tember 25 to £56,327,971, leaving a 
sum of upwards of £275,000,000 
still invested, as against less than 
£162,000,000 in the United States. 
Moreover, while the proportion of 
redemptions was, as already noted, 
about 30 per cent. in America, it 
was less than 17 per cent. in this 
country. These figures, we think, 
are distinctly flattering to this coun- 
try, demonstrating that the small 
investor here is much more thrifty 
than the small investor in a country 
in which exceptionally large profits 
were made by the masses out of 
war work, both prior and subse- 
quent to America’s entry into the 
conflict. They also prove that the 
untiring efforts of the War Savings 
Committee and its ubiquitous af- 
filiated associations have borne good 
fruit, and have resulted in a sub- 
stantial amount of money being 
saved which might otherwise have 
been_squandered.” 


Conditions to Be Considered 


This article contains so many 
statements which, although perhaps 


574 


accurate as to figures, reach conclu- 
sions which were both unfair and 
unsound, that it drew the following 
letter from the American Bankers 
Association by its Deputy Manager 
in charge of the Savings Bank Divi- 
sion: 

“Permit me to call attention to 
what I believe to be an inaccuracy 
on page 215 of your issue of Octo- 
ber 20, in which you refer to the 
comparative savings of small in- 
vestors in Britain and America, 
especially as relates to their partici- 
pation in the financing of the war. 

“We fully recognize the splendid 
work which has been done by your 
organization in the promotion of 
thrift, as well as in the sale of gov- 
ernment obligations. | However, 
your article overlooks the great dif- 
ference in both the savings institu- 
tions and the savings possibilities 
of the persons of lower incomes in 
the two countries. The larger in- 
comes of the working classes in this 
country have led to a much greater 
development not only of the mutual 
savings banks in a few of our states, 
but in the size of savings deposits 
in all types of national and state 
banks and trust companies in all of 
our states, nothing comparable 
being reported for Britain. The 
war savings securities never at- 
tained the importance here that they 
did with you, and there is a wide 
opinion among financial experts 
that they never should have been 
adopted here. The public mani- 
fested a very evident preference for 
the bonds, which were sold in small 
denominations and on terms within 
the reach of all wage earners 
through the private banks. 

“It therefore appears that the 
statement in your second paragraph 
that ‘the small investor in this 
country (Britain) has subscribed a 
good deal more money towards the 
cost of war than has the small in- 
vestor of the United States,’ is sup- 
ported by insufficient evidence. It 
also appears that mere comparison 
of war savings security sales does 
not support your other conclusion 
that the small investor in Britain is 
much more thrifty than is the case 
in this country, although that may 
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be the fact in view of his different 
economic. status, 

“IT am calling your attention to 
these matters not in a spirit of con- 
troversy, but in the interest of 
accuracy. We are frequently con- 
fronted with statements based on 
similar comparisons in this country 
lately by those few persons who 
seek to establish a national savings 
institution. We look forward to 
the time when there will be an accu- 
rate comparison made of the rela- 
tive savings and number of savers 
in this and other countries.” 

The facts as to the wide distribu- 
tion of the war loans among wage 
earners are too well known to re- 
quire discussion. 

As to the aniount of savings de- 
posits and the number of savings 
depositors in American banks, no 
accurate statistics are possible. 


e 
Statistics 


Fiscal Year to June 30, 1920 


Redemptions ........ $200,982,934 
73,699,512 
ere 945,114 

The expenses, according to the 
statement of the Secretary of the 
Treasury, December 6, H. Doc. 906, 
were distributed as follows: 


Federal Reserve Banks: 


42,159 
Kansas City......... 37,635 
Minneapolis ......... 46,928 
Philadelphia ......... 51,963 
36,889 
San Francisco. ......,. 41,988 
$741,166 

Treasury Department.... 171,691 
Outstanding Items...... 32,256 
Total Expenses....... $945,114 


The educational director of the 
savings division of a Federal re- 


Even if available, the extent of the 
thrift and saving which is prac- 
ticed by wage earners would not 
be revealed. On this point the 
Committee on Public and Private 
Thrift of the American Bankers 
Association in a report of last Octo- 
ber (JourRNAL, November, 1920, 
page 261), said: “Thrift and saving 
is more common in this country 
than is often alleged. The number 
of savers is far larger than the 
mere number of those who have 
savings accounts in our banks, for 
there are millions of small farmers, 
small merchants, small manufactur- 
ers, small professional men, and 
also small investors, and even small 
bankers, who practice the utmost 
thrift that savings may be applied 
to the increase of their business. 
“Let me cite a few statistics of 
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thrift not included in orthodox 
tables : 

“On August 30 last the common 
stock of the United States Steel 
Corporation was held by 90,952 per- 
sons, an increase of 17,496 in the 
past year and an average holding 
of less than fifty-six shares each. 
Many corporations have made and 
are making large sales of their se- 
curities to employees on savings _ 
plans. Swift & Company have 
23,000 employees who are also 
stockholders. 

“Furthermore, millions have been 
collected into private savings funds 
and organizations of various kinds ; 
for instance, the Baltimore & Ohio 
Railroad has $11,000,000 on deposit 
for 10,000 savers; the Pennsyl- 
vania, General Motors and ‘other 
corporations have similarly large 
funds.” 


S. S. Information 


serve district loan organization 
recently addressed the following 
letter to the superintendent of 
schools in a city which had installed 
a school savings banking system, 
the sales of government securities 
having been negligible for a year or 
more. 

“In regard to the savings system 
which you have in use in the 
schools in conjunction with local 
banks, I thought it might be advis- 
able to write to you, for I know 
that you will always listen to rea- 
sonable suggestions and I believe 
that we have such a suggestion to 
make. 

“The government has been faced 
with two problems, namely, to teach 
thrift in the schools of the nation 
through the sale of government se- 
curities and at the same time reduce 
the war debt, which, of course, has 
not been miraculously wiped away 
or to do away with the savings 
work in the schools of the nation 
and secure the money to reduce the 
war debt by means of additional 
taxes. It has chosen the first 
method, believing that it is better to 
teach the children thrift and permit 
them to learn allegiance to their 


government through the purchase 
of government securities, and at 
the same time teach them peace- 
time patriotism, which is as impor- 
tant as the waving of the flag. 
during the war. 

“Tt seems to us here that this is a 
far better plan than extreme taxa- 
tion, but if the schools of the cities 
such as prefer to adopt sav- 
ings systems in conjunction with the 
banks, then it will not be possible 
for the government to continue the 
work as it has in the past, which, 
of course, will deprive the rural 
schools of savings systems such as 
the —— system devised last year 
and of which they are taking ad- 
vantage at the present time. We 
claim that through the sale of War 
Savings Stamps by means of the 
savings system we are teach- 
ing children thrift and patriotism 
and we are reducing the war debt, 
which otherwise would have to be 
reduced through taxes. I do not 
believe that these things occurred 
to you when you adopted the sys- 
tem in which you are now 
using, and I feel sure that after the 
wonderful work done there in 1918 
and the greater part of 1919 that 
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you favor thrift through the War 
Savings Campaign, but that prob- 
ably a little simpler system was pro- 
posed to you by local bankers or 
others and it would be but natural 
for you to accept this. But we 
would like to have you know that 
we will furnish free of charge any 
printed material that you may need 
for any system you may devise 
other than the one now in opera- 
tion. 

“In other words, we are willing 
to give you anything you want to 
operate any system you may desig- 
nate provided it means the ultimate 
sale of government securities, 
which, of course, is an aid to all 
banks of the state, due te the fact 
that they will secure the greater 
part of the war savings money when 
these securities fall due. 

“T thought that it would be ad- 
visable to write you and give you 
our viewpoint of the matter at least, 
as we are very anxious to have the 

schools continue the sale of 
the government securities in 1921 
in the efficient manner in which 
they did in 1918, and if there is any 
way in which this may be worked 
out I assure you that we are more 
than willing to meet your demands.” 


Editorial Comment 


In the face of slackening business 
and reduction of labor, not as 
marked or acute in Brooklyn as in 
many other cities, deposits continue 
to increase, and apparently the less 
earned the more saved and put by 
for the rainy day, which is un- 
doubtedly true. The orgy of spend- 
ing is over, and the thrifty, sensible 
wage earners, always the silent ma- 
jority, are taking heed for the mor- 
row and putting their savings where 
they are really safe and at all times 
available. If the prohibitionists 
should clatm credit for a share of 
this gratifying and wholesome con- 
dition, it would be difficult to deny 
them. 

Another most exceptional fact, 
or, rather, two, never before known 
mark the record of the last few 
months. While the savings banks 
hold steadily on their 4 per cent. 
basis to depositors, 7 and 8 per 
cent. high-grade, sound, seasoned 
“business men’s” investments are 
offered on every hand and foreign, 
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city and government bonds of nearly 
equal productive power are abun- 
dant. ‘More surprising than all, 
unprecedented United States Gov- 
ernment bonds pay a decidedly 
higher return than the savings 
banks, and in spite of all these at- 
tractions and distractions, the line 
of depositors lengthens and their 
deposits continue to accumulate. 
The psychology of it is sound and 
simple. The people who have earned 
and saved the money know their 
home banks and believe in them, 
and, considering all things, conven- 
ience and constant control of their 
funds, wisely prefer the savings 
banks which they can see and visit 
every day to a remote and imper- 
sonal creditor, even though as great 
and sound as the government of 
the United States. In this simple 
and everyday trait of human na- 
ture lies the explanation of the al- 
most complete cessation of the sale 
of war, thrift and savings stamps. 
—Editorial, Brooklyn Standard 
Union, Jan. 16, 1921. 


Sales Plans 


The Third Federal Reserve Dis- 
trict has resorted to the old quota 
plan, as indicated in its recent pub- 
licity, from which we quote: 

“The old ‘save as much as you 
can’ plan lacked ‘punch’ in stimu- 
lating the habit of thrift and sys- 
tematic saving. The new quota 
plan, devised this year, encourages 
each pupil to save enough money 
during the year to buy two Gov- 
ernment Savings Stamps, one in 
December, the other in June. The 
cost of these two stamps averaged 
over the year is $8.35. That re- 
quires a child to save 16 cents a 
week. 

“Each school is allotted a definite 
amount to be saved, based on the 
number of scholars there multiplied 
by the cost of the two stamps. This 
allotment is not obligatory, but it is 
the standard for the school and the 
measure of success of the savers 
there, taken as a group.” 

The new year also brought an 
adaptation of the Christmas Club 
plan in what the Treasury Depart- 
ment calls the “Dollar a Week 
Club,” each member being pledged 
to buy at least one of the new $1 
stamps each week. 
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Ma and Her Check 
Book 


ONE of the gelightful Christmas 
gifts which came to us was 
a little volume entitled “A Heap 
o’ Livin’,” by Edgar A. Guest, pub- 
lished and copyrighted by the Reil- 
ly and Lee Company of Chicago. 
One of its gems of “purest ray 
serene” will be appreciated by 
bankers. It is entitled ““Ma and Her 
Check Book,” and is reproduced 
by permission of the publishers : 


“Ma has a dandy little book that’s 
full of narrow slips, 

An’ when she wants to pay a bill 
a page from it she rips; 

She just writes in the dollars and 
the cents and signs her name, 
An’ that’s as good as money, 

though it doesn’t look the same. 
When she wants another bonnet 
or some feathers for her neck, 
She promptly goes an’ gets ’em, an’ 
she writes another check. 
I don’t just understand it, but I 
know she sputters when 
Pa says to her at supper: ‘Well! 
You're overdrawn again!’ 


Ma’s not a business woman, she is 
much too kind of heart 

To squabble over pennies or to 
play a selfish part, 

An’ when someone asks for money, 
she’s not one to stop an’ think 

Of a little piece of paper an’ the 
cost of pen an’ ink. 

She just tells him very sweetly if 
he'll only wait a bit 

An’ be seated in the parlor, she will 
write a check for it. 

She can write one out for twenty 
just as easily as ten, 

An’ forgets that Pa may grumble: 
‘Well, you’re overdrawn again!’ 


Pa says it looks as though he'll 
have to start in workin’ nights 
To gather in the money for the 

checks that mother writes. 
He says that every morning when 
he’s summoned to the phone, 
He’s afraid the bank is calling to 
make mother’s shortage known. 
He tells his friends if ever any- 
thing our fortune wrecks 

They can trace it to the moment 
mother started writing checks. 

He’s got so that he trembles when 
he sees her fountain pen, 

And he mutters: ‘Do be careful! 
You'll be overdrawn again!’ 
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New Banks Organized 


ALABAMA 


Ashville—Farmers and Merchants 
Bank. 


Selma—City Savings Bank. 


CALIFORNIA 


Dos Palos—Farmers and Merchants 
Bank. Capital $50,000. 

La Habra—Citizens and 
Savings Bank. Capital $50,000. 

Moorpark—American Commercial and 
Savings Bank. Capital $25,000. 

Ripon—First National Bank. Capital 
$25,000. _ President, Jean W. Hard; 
cashier, T. C. Smethers. 

Tulare—Farmers State Bank. Capital 
$75,000. President, W. D. Cook; cash- 
ier, C. R. Odell. 


CoLorapo 
Denver—South Denver Bank. Cap- 
ital $50,000. President, T. S. Jones; 
cashier, Chas. D. Reimnold. 
INDIANA 
Edinburg—Thompson_ State Bank. 


Capital $100,000. 

Mentone—Farmers State Bank. Cap- 
ital $75,000. 

Milton—Washington Township Bank. 
Capital $10,000. 

Mt. Ayr—State Bank of Mt. Ayr. 
Capital $40,000. 

Vincennes—Harrison Bank & Trust 
Company. Capital $100,000. 


ILLINOIS 


Bartonville—Bartonville State Bank. 
Capital $25,000. President, W. W. Bar- 
ton; cashier, J. H. Stickelmaier. 

Centralia—Centralia National Bank. 
Capital $100,000. President, J. 
Mackey; cashier, D. W. Whittenberg. 

Chicago—Papanek-Kovac State Bank. 
Capital $100,000. President, Martin 
Papanek; cashier, Stefan Kovac. 

Chicago—Roosevelt State Bank. Cap- 
ital $100,000. President, Alexander 
Flower. 

Chicago—Scheubert and Amberg 
State Bank. Capital $200,000. Presi- 
dent, Charles E. Scheubert; cashier, 
Norton F,. Stone. 

Clifton—Farmers State Bank. Cap- 
ital $25,000. President, Robert L. Lut- 
ton; cashier, D. M. Meents. 

Cutler—First State Bank. Capital 
$15,000. President, Cooper Stout; cash- 
ier, M. F. Snook. 

Dalton State Bank. 
Capital $15,000. President, John 
Moody; cashier, Ernest Wilson. 

Fay—Fay State Bank. Capital $20,- 
000. President, Norman D. French; 
cashier, Kellie B. Carpenter. 

Leonore—State Bank of Leonore. 


Capital $25,000. President, Wm. 
Moon; cashier, J. O. Miller. 
Logan—Logan State Bank. Cap- 


ital $15,000. President, M. Heard; cash- 
ier, C. G. Heard. 

Onarga—Farmers State Cap- 
ital $30,000. President, J. Shawl; 
cashier, Wayne H. Allen. 


St. David—State Bank of St. David. 
Capital $15,000. President, Sherman 
McLouth; cashier, C. O. Moore. 

Virgil—Virgil State Bank. Capital 
$25,000. President, John Reines; cash- 
ier, Nicholas Reines. 


Iowa 


Bunch—Farmers Savings Bank. Cap- 
ital $25,000. President, J. J. Taylor; 
cashier, W. K. Taylor. 

Carroll—Iowa Trust & Savings Bank. 
Capital $50,000. President, Geo. 
Bartels. 

Cedar Rapids—Farmers & City Sav- 
ings Bank. Capital $100,000. President, 
Louis Wokoun; cashier, G. A. Pestal. 

Des Moines—Northern Trust & Sav- 
ings Bank. Capital $75,000. President, 
Harry Hansen; cashier, Geo. E. Perley. 

Farnhamville—First National Bank. 
Capital $40,000. President, Chas. Beac- 
ham; cashier, M. B. Flesher. 


KANSAS 


Frankfort—First National Bank. Cap- 
ital $25,000. . President, James Kennedy; 
cashier, T. W. Snodgrass. 

Homewood—Peoples_ State Bank. 
Capital $10,000. President, Fred F. 
Fockele; cashier, Earl R. Billett. 

Muncie—Muncie State Bank. Cap- 
ital $10,000. President, J. D. Waters; 
cashier, Louis H. Worthington. 


LouISsIANA 


Breaux Bridge—Merchants & Plant- 
ers Bank. Capital $40,000 

Marrero—Bank of Marrero. Capital 

Opelousas—Parish Bank & Trust 
Company. Capital $40,000. 


MASSACHUSETTS 


Boston—Boston National Bank. Cap- 
ital $200,000. President, Graydon Stet- 
son; cashier John H. Cameron. 


MICHIGAN 


Atlanta—Atlanta State Bank. 
Baroda—Baroda State Bank. 
Stanton—Peoples State Bank. 


MINNESOTA 
Little Falls—American Savings & 
Trust Company. Capital $100,000. 


President, J. W. Berg; secretary, E. J. 
Richie. 


Missouri 


Cardwell—First National Bank. Cap- 
ital $50,000. President, Luther Walter; 
cashier, Sam G. Fisher. 

Dora—Bank of Dora. Capital $10,- 
000. Cashier, Otis Gilliard. 

King City—Farmers Trust Company. 


NEBRASKA 


State Bank. Cap- 
ital $15,000. President, James C. Krenk. 

Gering—Lyman State. Bank. Capital 
$15,000. President, C. F. Lyman; cash- 
ier, J. R. Haber. 
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New JERSEY 


Camden—South Camden Trust Com- 
pany. 

Palisades Park—Palisades Park Na- 
tional Bank. Capital $50,000. President, 
Geo. P. Pitkin; cashier, Irwin C. Ross. 

Pitman—Pitman Trust Company. 


New Mexico 


Gallup—National Bank of Gallup. 
Capital $50,000. President, F. B. Mapel; 
cashier, George W. Fowler. 


New York 


East Hampton—Osborne Trust Com- 
pany. Capital $100,000 

Lancaster—Citizens National Bank. 
Capital $100,000. President Joseph F. 
Schaefer; cashier, Harry J. Woodward. 

Malone—Citizens National Bank. 
Capital $100,000. President, John M. 


Cantwell; cashier, M. M. Miller. 

New ‘York—Bigelow State Bank. 
Capital $100,000. 

Richmond Hill—Savings Bank of 


Richmond Hill. 


NortH CAROLINA 


Greensboro—Farmers & Mechanics 
Bank & Trust Company. 


NortH 


Tolley—Farmers State Bank. Cap- 


ital $15,000. 


OHIo 
Butler—Citizens Bank. Capital $25,- 


000. President, J. H. Stahl; cashier, H. 
C. Eisenbach. 


Cleveland — Commonwealth Trust 
Company. 
Cleveland—Midland Bank. Capital 


000,000. President, Wm. P. Sharer. 

Jeffersonville—Citizens State Bank. 
Capital $35,000. President, Eugene 
Boco; cashier, S. M. Taggart. 

New Washington—New Citizens State 
Bank. Capital $50,000. President, A. 
G. Kibler; secretary, A. G. Stoltz. 


South Charleston—Farmers Bank. 
Capital, $50,000. 
Steubenville—Antonucci State Bank. 


Capital $60,000. President, Fedele An- 
tonucci; cashier, Diadato Antonucci. 


OKLAHOMA 


Fallis—Guaranty Bank. Capital $10,- 
000. President, J. I. Howard; cashier, 
W. E. Breeding. 

Idabel—Idabel National Bank. Cap- 
ital $50,000. President, R. D. Williams; 
cashier, Bernie Herstein. 

Marietta—Guaranty State Bank. Cap- 
ital $25,000. President E. A. Walker; 
cashier, J. D. Davis. 

Shawnee—Guaranty State Bank. 
Capital $50,000. President, J. L. Roe- 
buck; cashier, Joe S. Ellis. 
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OREGON 


Stayton—First National Bank. Cap- 
ital $25,000. — A. D. Gardner ; 
cashier, J. W. May 


‘of Waldport. Cap- 
ital $15,000. 
PENNSYLVANIA 
Allentown—Dime Savings and Trust 


Company. 
National Bank. Cap- 
ital $100,000. President, W. L. Han- 
key; cashier, J. H. Murdock. 
Burnside—Burnside National Bank. 
Capital $50,000. President, Wm. C. 
Browne; cashier, James B. Stauffer. 
Canton—First Trust Company. 
Cornwells—Cornwells State Bank. 
Harrisburg—Citizens Trust Company. 
Harrisburg—Penn Harris Trust Com- 
pany. 
Morrisdale—Bank of Morrisdale. 
Philadelphia—National Bank of North 


Philadelphia. Capital $500,000. Presi- 
dent, Charles E. Beury; cashier, John 
G. Muir. 
— Northeast-T acony 
Philadelphia—Southwark Title & 
Trust Company. 
Pittsburgh—McGillick Savings & 


Trust Company. 
Pittsburgh—Squirrel Hill Bank. 


Saegertown—First National Bank. 
Capital $25,000 President, W. O. 
Hecker; cashier, O. M. Thompson. 


Seward—First National Bank. Cap- 
ital $25,000. President, Howard C. 
Cook; cashier, Irvin D. Ford. 

Title & Trust Com- 


pan 
Bank. 


Wilkes-Barre—South Side Bank & 
Trust Company. 
SoutH CAROLINA 
North—First National Bank of 


North. Capital $50,000. President, E. 
C. Johnson; cashier, Benj. M. Badger, 
Jr. 


SoutH DaAKoTA 
Tyndall—Farmers & Merchants Bank. 
President, Newton Hess; cashier, C. 
Hirning. 
TENNESSEE 


Harriman—Harriman National Bank. 
Capital $50,000. President, H. L. Du- 
rell; cashier, C. B. Harvey. 


TEXAS 


Farmersville—Farmers & Merchants 
State Bank. 

Oakland—Oakland State Bank. 

Plano—Farmers State Bank. 


VIRGINIA 


Vinton—First National Bank. Cap- 
ital $50,000. President, Geo. M. Muse; 
cashier, F. L. Mitchell. 


WISCONSIN 


County Bank. Cap- 
ita 

White wee Lake State Bank. 
Capital $15,000. 
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A Tribute to Collins 


By GEORGE E. ALLEN 


RED COLLINS, vice-presi- 
dent of the Bank of Commerce 
and Trust Company of Mem- 

phis, died January 13. Mr. Collins 
was never robust physically, but his 
soul, if not his body, was created in 
the image of God. He loved his 
friends—who were legion—and his 
friends loved him. It cannot be 
said, however, that he loved his en- 
emies, for the reason that he had 
no enemies either to love or to hate. 
He was a natural nobleman and 
the world is better and brighter be- 
cause of the fact that he lived in it. 

Mr. Collins was born at Milan, 
Tenn., fifty-six years ago, and was 
a son of the late Elisha A. Collins, 
a country banker of the highest 
type, from whom the son inherited 
many of the practical ideas for 
which he was noted. Fred received 
his early education in the public 
schools at Milan and later was grad- 
uated with a literary degree from 
the University of Tennessee. He 
also took a business course at East- 
man College, Poughkeepsie, N. Y. 
While at the University of Tennes- 
see Mr. Collins was a classmate of 
William Gibbs McAdoo, former 
Secretary of the Treasury. Mr. 
McAdoo’s father was an instructor 
in the university at that time. 

After completing his schooling 
Mr. Collins returned to Milan and 
entered actively into the banking 
business with his father. Soon after 
the death of his father, about thirty 
years ago, he reorganized the busi- 
ness with a larger capital under the 
name of the Milan Banking Com- 
pany. Mr. Collins served as cash- 
ier of that bank until July, 1919, 
when he went to Memphis as vice- 
president of the Bank of Commerce 
and Trust Company, retaining his 
interest in the Milan bank. 

Mr. Collins was prominent and 
efficient in bank association work. 
As president of the Tennessee 
Bankers Association he did much 


to elevate the standard of banking 
in that state and rendered valuable 
assistance in the revision of the 
state banking laws. The American 
Bankers Association recognized 
him as one of its leaders. As a 
member of its Executive Council 
and chairman of the Committee on 
Federal Legislation he performed 
inestimable service. As a. state 
banker he was particularly inter- 
ested in. the State Bank Division, 
of which he was chairman of the 
Executive Committee at the time of 
his death, and would undoubtedly 
have become its president had he 
lived. 

Mr. Collins combined in a rare 
degree sound judgment, strict in- 
tegrity and a sense of humor. 
The crucial test of any man’s 
character, however, is his standing 
in his own community, and the fol- 
lowing editorial notice in the Mem- 
phis Commercial Appeal shows 
what his neighbors thought of him: 
“Men of the type of Fred Collins 
do not come among us often. There 
was about him the rare combination 
of the keen-sighted man of business 
and the plain, jovial, lovable man 
of the street. He grew up in a 
bank. His father before him was a 
banker, whose service as a builder 
added much to the progress of West 
Tennessee. Fred Collins shared this 
spirit. His business ability, his 
originality and, withal, his delight- 
ful manner won for him years ago 
a prominence and a circle of ad- 
miring friends that reached far be- 
yond the splendid community in 


‘ which he lived so long. His coming 


to Memphis to become an officer in 
one of our largest banks offered 
him a broader field, in which he 
gave the best that was in him. His 
days with us in Memphis were few, 
as the years run; but he had al- 
ready become part and parcel of the 
community’s business’ social 
life. His sudden death is a com- 
munity’s loss.” 
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Cooperating with the Legal 
Profession 


Association, held in Wash- 

ington, D. C., the Committee 
on Cooperation with the Bar, Trust 
Company Division, reported ver- 
bally upon its work. This report was 
published on pages 307-308 of the 
November issue of the JoURNAL of 
the Association. 

Early in January the following 
communication was sent to all mem- 
bers of this division. Copies are 
available to members of the Asso- 
) ciation interested in the subject 
matter and will be sent upon re- 
quest. 

“At the annual meeting of the 
Trust Company Division of the 
American Bankers Association held 
at Chicago on September 24, 1918, 
a ‘Committee on Cooperation with 
the Bar’ was appointed. This com- 
mittee ever since its appointment 
has endeavored to do everything in 
its power to promote cooperation 
and friendship between trust com- 
panies and lawyers and has not 
hesitated to bring to the attention 
of individual trust companies any 
and all instances which have been 
brought to its notice when such 
trust companies were doing any- 
thing in connection with their busi- 
ness to which lawyers could right- 
fully object. 


“Believing, as we all do, that it 
is of the utmost importance that 
there be real cooperation between 
lawyers and trust companies, and 
the committee having found as a 
result of its activities that criticisms 
directed against trust companies by 
lawyers were generally the result 
of a misunderstanding by one party 
or the other, we address this gen- 
eral letter to the trust companies 
who are members of the Trust 
Company Division of the American 
Bankers Association so as to inspire 
them with a continued realization 
of the necessity of conducting their 
business.in such a way that they 
will not incur the enmity of mem- 
bers of the legal profession. 

“FIRST AND FoREMOST: 


A: the recent convention of the 


Trust 


companies should so conduct their 
business that all possible conflict of 
interest with lawyers will be elimi- 


Trust Company Division 


nated. Therefore, when a client 
proposes to name a trust company 
as executor or trustee of his or her 
estate every effort should be made 
to have the attorney for the client 
draw his or her will and in all legal 
matters in connection with the ad- 
ministration of the estate the cli- 
ent’s attorney should, if possible, be 
employed. 

“Seconp: Lawyers have com- 
plained more frequently than of any 
other one thing of trust companies 
advertising to draw wills, and this 
fact suggests the importance of 
trust companies giving careful con- 
sideration to the rights of lawyers 
when preparing their advertising 
material. 

“Tuirp: We believe it is good 
practice for trust companies to ad- 
vertise freely among the legal pro- 
fession in order to acquaint it with 
the real functions of a trust com- 
pany, thereby demonstrating to 
members of the bar that the com- 
pany deals primarily not in matters 
of law, but in matters of business, 
investment, clerical and accounting 
service, which do not conflict with 
the professions of the lawyer, but 
really supplement and assist his 
work by relieving him of duties 
which he has neither the desire nor 
the office organization to perform. 

“FourtH: It would be well to 
enlarge upon the special investment 
service and experience which is re- 
quired in passing upon the mani- 
fold variety of securities which are 
offered for sale, and the fact that 
the facilities for investigating and 
reaching judgment upon these are 
possessed by the trust company or- 
ganization, a kind of office organi- 
zation which is not practical for 
lawyers to establish. 

“FirtH : Trust companies should 
freely tender the services of their 
various departments to members of 
the bar and invite them to make use 
of their facilities. 

“S1xtH: In brief, actively en- 
deavor at all times to maintain close 
and friendly relations with the legal 
profession in every possible way. 

“In addressing this communica- 
tion we are fully cognizant of the 
fact that some lawyers in their 
criticisms and in the _ positions 
which they take may not be quite 
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just. If the efforts of the trust com- 
panies to maintain harmonious rela- 
tions with the bar in any given 
community fail, after a strong ef- 
fort is made by the trust companies 
to maintain such relations, then, of 
course, we do not suggest to the 
trust companies that they submit 
to any hampering of their legitimate 
business functions. We _ believe, 
however, that in many cases care 
upon the part of trust companies 
in the conduct of their business will 
secure a harmony of relationship 
between them and members of the 
legal profession which shall be to 
the lasting benefit of both. 

“If any opposition which you re- 
gard as serious is threatened in 
your state or locality, we suggest 
that you advise the undersigned at 
once.” (Address communications 
to Leroy A. Mershon, Deputy 
Manager, American Bankers As- 
sociation, 5 Nassau Street, New 
York City.) 


Tenth Annual Trust Companies 
Banquet 


Plans are completed for holding 
the tenth annual banquet of the 
trust companies of -the United 
States, on Thursday, February 17, 
at 7.30 o’clock, at the Waldorf- 
Astoria Hotel, New York City. 
Edmund D. Hulbert, president Mer- 
chants Loan & Trust Company, 
Chicago, and president Trust Com- 
pany Division, American Bankers 
Association, will preside. A recep- 
tion will be held from 7 to 7.30 
o’clock in the Astor Gallery. 

Subscription blanks have been 
forwarded to trust companies and 
other institutions believed to be in- 
terested in being represented at this 
banquet. Tables will be arranged 
for eight and sixteen covers. Tickets 
of admission to seats in the galleries 
will be furnished without cost. 

The following trust company offi- 
cials have kindly consented to act 
as an Honorary Committee of Ar- 
rangements: Gordon Abbott, chair- 
man of the board, Old Colony Trust 
Co., Boston, Mass. ; Frank W. Blair, 
president Union Trust Co., Detroit, 
Mich. ; Mortimer N. Buckner, pres- 
ident New York Trust Co., New 
York; Edmund D. Hulbert, presi- 
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dent the Merchants’ Loan & Trust 
Co., Chicago, Ill.; Albert A. Jack- 
son, vice-president Girard Trust 
Co., Philadelphia, Pa.; Alvin W. 
Krech, president Equitable Trust 
Co., New York; Edwin S. Marston, 
president Farmers Loan & Trust 
Co., New York; John H. Mason, 
president Commercial Trust Co., 
Philadelphia, Pa.; Edwin P. May- 
nard, president Brooklyn Trust Co., 
Brooklyn, N. Y.; Uzal H. McCar- 
ter, president Fidelity Union Trust 
Co., Newark, N. J.; Isaac H. Orr, 
vice-president St. Louis Union 
Trust Co., St. Louis, Mo.; John 
W. Platten, president’ United 
States Mortgage & Trust Co., 
New York; Seward Prosser, pres- 
ident Bankers Trust Co., New 
York; Charles H. Sabin, presi- 
dent Guaranty Trust Company of 
New York; Solomon A. Smith, 
president the Northern Trust Co., 
Chicago, Itl.; Lucius Teter, presi- 
dent Chicago Trust Co., Chicago, 
Ill.; Alexander S. Webb, president 
Lincoln Trust Co., New York. 


Second Midwinter Conference 


The second midwinter conference 
of the trust companies will be held 
in the Astor Gallery of the Wal- 
dorf-Astoria Hotel, New York 
City, on February 17, which is the 
day of the tenth annual trust com- 
panies’ banquet. Sessions will be 
held at 10 a. m. and 2.30 Pp. M., re- 
spectively. A luncheon will be 
served at 1 p.m. An officer of the 
Division will preside at both ses- 
sions. The discussions throughout 
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the day will be in charge of the 
chairman of the subcommittees of 
the Division. All subjects having 
the active attention of the sub- 
committees of the Division, as well 
as additional topics of interest to 
fiduciary: institutions, will be placed 
upon the program. The character 
of the meeting will permit of the 
introduction and discussion of sim- 
ilar subjects not listed upon the pro- 
gram. 

At the first conference, held in 
February, 1920, a unanimous re- 
quest was made by the members 
present for a continuation of the 
meetings from year to year. The 
discussional method employed is 
not only an acceptable and hence 
popular one, but it has been found 
to be of greater value in that ideas 
and experiences are exchanged 
more readily than is possible in 
gatherings where strict formality is 
observed. No fee of any kind is 
charged for attendance at these 
meetings. 

The “special service” features in- 
augurated in connection with the 
conference last year will be contin- 
ued. This consists of: 

1. Securing Hotel Reservations 
—The congested condition of hotels 
in New York City makes it advis- 
able to reserve rooms at the earliest 
possible date. Every effort will, 
therefore, be made to secure rooms 
as requested. 

2. Railroad Transportation—Re- 
quests to secure railroad and Pull- 
man tickets on any trains leaving 
New York will be given prompt at- 
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tention. Payment may be made by 
mail subsequent to placing the re. 
quest or after arrival in New York. 
This matter should be given prompt 
attention by all members who will 
be in need of return reservations. 

3. Entertainment—Much incon- 
venience has -been caused in the 
past by reason of the failure of 
members to secure theater tickets 
after arriving in New York. Many 
of the plays now running are “sold 
out” for weeks in advance, thus 
making it essential that those de- 
siring to attend the theaters on any 
day or evening during the week of 
the banquet and conference shall 
secure tickets in advance of the 
date t6 be used. Requests for the 
purchase of tickets will, therefore, 
be given prompt attention. As in 
the case of railroad transportation, 
payment may be made by mail or 
after arrival in New York. Address 
all communications to Leroy A. 
Mershon, Deputy Manager, Ameri- 
can Bankers Association, 5 Nassau 
Street, New York. 


Meeting of Executive Committee 


A meeting of the Executive Com- 
mittee of the Division will be held 
in New York on Friday, February 
18, at 10 a. m. Any matters to be 
presented for consideration should 
be communicated to Theodore G. 
Smith, chairman of the Executive 
Committee, care of Central Union 
Trust Company, New York, or Le- 
roy A. Mershon, Deputy Manager, 
American Bankers Association, 5 
Nassau Street, New York. 


“Safeguarding Your Family’s Future” 


HE National Publicity Cam- 

paign for Trust Companies was 
opened by the Committee on Pub- 
licity, Trust Company Division, in 
the January issues of several na- 
tional magazines. The advertise- 
was entitled, ““The Business 
Side of Happy New Year.” This 
advertisement, together. with the 
booklet, “Safeguarding Your Fam- 
ily’s Future,” which it mentions, 
sounds the keynote of the cam- 
paign. 

A strong appeal is made to men 
with families and other dependents 
to provide for their protection 
through making a will and naming 


a competent executor and trustee. 
The second advertisement appear- 
ing in the February magazines is 
entitled “Making Money and Mak- 
ing Family Provision.” It further 
develops the thought contained in 
the first advertisement and gives 
general facts in regard to the dis- 
tribution of property after death in 
the absence of a will. 

The third advertisement, sched- 
uled for the March issues, will carry 
the heading “Husbands, Wives and 
Wills.” Through this advertise- 
ment wives are urged to consider 
the problems of future protection 


of themselves and children and to 
urge similar considerations upon 
their husbands. 

The booklet used. with the cam- 
paign gives a simple description of 
how a will is made, of stumbling 
blocks to guard against in its prepa- 
ration, of the circumstances and 
often tragedies which arise in cases 
where no will is left to direct the 
distribution of property and of all 
the possibilities and advantages of 
trusts, both testamentary and volun- 
tary. Bulletins containing copy for 
local advertisements and other helps 
for developing trust business are 
being furnished to subscribers. 
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Savings Bank Division 


Data Being Compiled 


HREE important reports will 
soon be completed by the 


Savings Bank Division, based 
upon data furnished by members: 
1. Christmas clubs, including the 
number of members which both be- 
gan and completed, total if all paid, 
gross receipts, withdrawals and dis- 
tribution of the proceeds as between 
cash and deposit to savings ac- 
count. This information will be 
distributed according to the many 
kinds of clubs operated so that their 
relative value to the depositor and 
to the bank may be determined. 

Banks which have savings clubs 
and have not reported are urged to 
send for necessary blanks. 

2. School savings systems for the 
first half of the school year. Re- 
ports have been obtained on enroll- 
ment, number of participants, de- 
posits, withdrawals and balances. 
Many additions have been made to 
the list published in this JouRNAL 
for December. 

3. Interest rates for savings de- 
posits in all parts of the country. 

4. Plans for increasing savings 
deposits and for developing new 
depositors. 


National Conference 


The Second National Conference 
of Mutual Savings Banks in the 
United States is announced to be 
held at Philadelphia, April 27 and 
28. The program is outlined as fol- 
lows: 

First Day: Savings educational 
publicity, with symposium. Lunch- 
eon. Savings bank operation, with 
symposium. Annual banquet. 

Second Day: Savings bank in- 
vestments, with symposium. Lunch- 
eon. General discussions on rail- 
road, housing and foreign trade 
problems. 


Maine 


The Savings Banks Association 
of Maine has elected the following 
officers: Dr. Walter E. Goodale, 
Saco, president; Walter Danforth, 
Bangor, vice-president ; Bernard A. 
Chase, Auburn, treasurer; A. F. 
Drummond, Waterville, secretary. 
The following were elected to the 
Executive Council: Edwin Stone, 
Biddeford ; Norman L. Bassett, Au- 


gusta; Josiah S. Maxey, Gardiner ; 
Willard C. Woodbury, Dover, and 
Edward W. Wheeler, Brunswick. 


New York © 


In commentirig on the savings 
bank situation in New York, the 
president of thé State Association, 
John J. Pulleyn, says: ‘The nation- 
wide orgy of spending which fol- 
lowed the war has come to an end 
and the average citizen is rapidly 
returning to his pre-war conserva- 
tism. On January 1 the aggregate 
deposits amounted to $2,267,395,- 
799. On July 1 this amount had 
increased to $2,398,328,543, a gain 
of 5.7 per cent. 

“These increases in deposits and 
depositors augur well for the busi- 
ness of the country in 1921. Sav- 
ings banks have taken their place 
as a corner-stone in the financial 
structure. They hold a large and 
substantial portion of the people’s 
wealth and savings. Approximately 
50 per cent. of this money is in- 
vested in real estate bonds and 
mortgages. Many banks constantly 
advertise for mortgage loans. Sub- 
stantial sums are invested in Lib- 
erty Bonds. I believe that the early 
months of 1921 will witness better 
conditions throughout the country.” 


National Thrift Week 


The results of this annual event 
have not yet been tabulated, but it 
appears that many cities have con- 
ducted campaigns in 1921 for the 
first time and that a more serious 
interest has been manifest in many 
others. 

Plans to make thrift promotion a 
permanent community institution 
have been considered in Rochester 
and other cities, at the suggestion 
of National Thrift Week Commit- 
tee. Springfield, Ohio, made their 
campaign for four weeks instead 
of one, January 17 to February 12. 

The Thrift Week Display Com- 
mittee of Bayonne, N. J., advised 
merchants against intimidating pur- 
chasers by displays of high-priced 
goods in these times of reduced 
incomes. 


Postal Savings 


A monthly increase of $1,000,000 
in deposits is reported by the Postal 
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Savings System for the last six 
months of 1920. 

The number of offices holding in 
excess of $100,000 at the close of 
December was 150, an increase of 
three since July 1 last. 

Total deposits on January 1 
amounted to $163,393,005; the 
cities heading the list, the amount 
of their deposits in millions of dol- 
lars, and their percentage of the 
total, being as follows: 


City Deposits Per Cent. 
New York City.... 49 30 
Brooklyn ........ 15 
Chicago 
Pittsburgh ....... 
Philadelphia ...... 
Newark ......... 
Portland, Ore..... 
Kansas City...... 
Milwaukee ....... 
Cleveland ........ 


San Francisco..... 
Tacoma 


132 other cities.... 61.6 


163.4 


oo 


The Source of Saving 


“The capacity for saving is al- 
ways limited to a somewhat narrow 
margin of luxury spending.” 
George R. Davies, writing on “Fac- 
tors Determining the Interest Rate,” 
Quarterly Journal of Economics, 
XXXIV, 450. 


“Earning, Saving, Spending” 


This is the title of the leading 
article in American Youth, January, 
1921, contributed by Deputy Man- 
ager Leo Day Woodworth. 

The article contains some sugges- 
tions regarding the economic train- 
eing of boys along the lines of the 
initial statement that “Thrift, good 
management of one’s own affairs, 
more intelligent voting on questions 
of political economy, a sounder 
Americanism—such may be the 
inheritance of the next generation 
from the present.” 
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Mullen Succeeds Matthew 


ONALD A. MULLEN of 

Pittsburgh has been made 

secretary of the Clearing 
House Section of the American 
Bankers Association and has en- 
tered upon his new duties. Mr. 
Mullen has been manager of the 
new business department of the 
Colonial Trust Company. . He is 
a past president of Pittsburgh 
Chapter, American Institute of 
Banking; also a past president of 
the Bankers and Bank Clerks Mu- 
tual Benefit Association; present 
secretary of Group 8, Pennsylvania 
Bankers Association, and last June 
was honored by being elected a 
member of the Executive Council 
of the American Institute of Bank- 
ing, National Association, one of 
the highest honors to be conferred 
on an Institute man. 

Mr. Mullen succeeds Andrew T. 
Matthew, who has taken a position 
with the Mercantile Trust Company 
of San Francisco. Mr. Matthew, 
as secretary of the Clearing House 
Section and faithful and efficient 
performer of various other tasks in 
connection with the American 
Bankers Association and the Amer- 
ican Institute of Banking, set for 
his successor a pace that closely re- 
sembles the speed limit. 


Clearing House Section 


State Representatives 


A. A. Crane, president of the 
Clearing House Section, has’ ap- 
pointed the following men to serve 
as state representatives for this 
Section in their respective states. 
It will be their duty to act in an ad- 
visory capacity to the Executive 
Committee of the Section. Through 
the state representatives we are 
planning to keep in closer touch 
with the clearing house associa- 
tions throughout the country. 

Below is a list of state representa- 
tives : 


Alabama—J. K. Jackson, vice-president 
American Trust & Savings Bank, 
Birmingham. 

Arizona—A. T. Esgate, cashier Valley 
Bank, Phoenix. 

Arkansas—W. E. Lenon, president Peo- 
ples Savings Bank, Little Rock. 

California—C. K. McIntosh, vice-presi- 
dent Bank of California, N. A., San 
Francisco. 

Colorado—E. S. Irish, vice-president 
Denver National Bank, Denver. 

Connecticut—H. T. Holt, vice-president 
ne National Bank, Hart- 
ord. 

Delaware—Ezekiel Cooper, 
Farmers Bank, Wilmington. 

District of Columbia—Joshua Evans, Jr., 
vice-president Riggs National Bank, 
Washington. 

Florida—W. O. Boozer, vice-president 
American Trust Co., Jacksonville. 
Georgia—Geo. R. Donovan, vice-presi- 
dent Atlanta National Bank, Atlanta. 


cashier, 


Clearings and Total Bank Transactions 


Idaho—F. F. Johnson, vice-president 
Boise City National Bank, Boise. 
Illinois—F, F. Blossom, president Cen- 
tral National Bank, Peoria. 

Indiana—M. S. Sonntag, president 
American Trust & Savings Bank, 
Evansville. 
Iowa—J. L. Edwards, president Mer- 
chants National Bank, Burlington 
Kansas—J. R. Burrow, president Cen- 
tral National Bank, Topeka. 

Kentucky—Isham_ Bridges, vice-presi- 
dent Citizens Union Fourth St. Bank, 
Louisville. 


Louisiana—C. de B. Claiborne, vice- 


president Whitney-Central National 
Bank, New Orleans. 
Maine—Edwin D. Holden, manager 


Portland Clearing House, Portland. 
Maryland—C. C. Homer, Jr., president 
Second National Bank, Baltimore. 
Massachusetts—A. L. Winship, vice- 
president National Shawmut Bank, 

Boston. 

Michigan—H. H. Ellerton, cashier Pen- 
insular State Bank, Detroit. 

Minnesota—M. R. Knauft, vice-presi- 
dent National Bank of Commerce, St. 
Paul. 

Mississippi—T. W. McCoy, vice-presi- 
dent Merchants National Bank, Vicks- 
burg. 

Missouri—E. N. Ferguson, president 
Holland Banking Co., Springfield. 
Montana—Frank Bogart, vice-president 
Union Bank & Trust Co., Helena. 
Nebraska—L. B. Howey, president City 

National Bank, Lincoln. 

Nevada—L. S. Reese, assistant cashier 
ae & Merchants National Bank, 

eno. 


(Continued on page 584) 


For Last QuaRTER 1920 (OcTOBER, NOVEMBER AND DECEMBER) 


Clearing House Association Clearings 
Atlanta $788,507,579 
565,092,765 
Geder Bapiis .........: 28,539,485 
Chattanooga ........... 95,026,132 
796,428,408 
Des Moines ........... 130,851,070 
1,416,097,216 
Fort Wayne ............ 24,732,504 
Galveston .............. 109,193,354 
Grand Rapids ........... 78,897,844 
131,819,321 
Huntington, W. Va ..... 24,909,669 
Indianapolis ............ 217,518,000 
21,097,584 
2,458,601,599 
1,026,224,000 
356,335,808 
216,782,951 
Minneapolis ............ 1,192,;577,834 


(See page 445 of December Journat for figures for third quarter, 1920) 


Total Bank Total Bank 
Transactions Clearing House Association Clearings Transactions 
$1,088,874,303 Muskogee .............. 61,166,880 72,494,995 
6,524,590,634 New Orleans ........... 754,353,757 1,408,023,849 
144,189,682 Pittsburgh, Pa. ........ 2,427,955,998 
145,964,754 Portland, Ore. .......... 396,949,350 
2,294,818,816 Providence ............. 162,934,600 475,637,300 
713,067,215 Richmond .............. 726,970,890 1,133,514,300 
1,805,526,000 Sacramento ............ 89,816,033 327,341,436 
199,301,767 San Francisco .......... 1,976,100,000 3,809,724,000 
427,076,841 St. Joseph ............. 168,660,770 1,010,349,979 
76,323,485 Springfield, Mass. ...... 63,956,494 224,372,984 
805,174,011 Stamford, Conn. ....... 36,729,242 
2,843,865,000 Vicksburg .............. 5,285,797 19,980,626 
670,890,646 
3,145,823,080 $22,577,353,147 $39,208,730,758 
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Changes Among Bank Officers 


in institutions which are members 

of the American Bankers Associa- 

tion, reported to the JouRNAL 
from December 26 to January 25, in- 
clusive. Members will confer a favor 
by notifying this department immediately 
of any changes. Publication will be 
made only on receipt of information 
direct from members. 


is a list of changes 


CALIFORNIA 


Calipatria—C. T. McKeehan, cashier 
First National Bank, also appointed 
vice-president. 

Chowchilla—Harry Ellis elected cash- 
ier First National Bank of Chow- 
chilla, succeeding George L. McKeehan. 

Del Rey—B. C. Britton elected presi- 
dent First National Bank; George 
Myers elected vice-president; George 
L. McKeehan elected cashier and man- 
ager; J. S. Gilder elected assistant 
cashier. 

Huntington Park—B. W. Nichols and 
Charles M. Collins appointed assistant 
cashiers First National Bank, succeeding 
Russell T. Adams. 

Los Angeles—Edward Elliott elected 
vice-president Security Trust & Savings 
Bank. 

Rialto—Richard E. Roberts elected 
president and E. W. Preston assistant 
cashier First National Bank. 

Rodeo—N. O. Wallin appointed cash- 
ier First National Bank. 

Sacramento—J. E. Huntoon elected 
president Peoples Bank, succeeding 
William Beckman, deceased; S. E. Pope 
appointed cashier; C. E. Gruhler assist- 
ant cashier. 


GEORGIA 


Ocilla—C. E. Pittman elected cashier 
First National Bank, succeeding R. H. 
Johnson. 

ILLINOIS 

Chicago—Hartly C. Laycock elected 
president Peoples Stock Yards State 
Bank, succeeding R. J. Schlesinger, now 
chairman: of board. 

Chicago—Arthur Reynolds appointed 
president Continental & Commercial Na- 
tional Bank, to succeed George M. 
Reynolds, who becomes chairman of the 
board. 

Chicago—Robert B. Umberger elected 
vice-president and manager The Chicago 
Morris Plan Bank; Frank C. Russell 


- elected secretary and assistant manager, 


L. H. S. Roblee elected treasurer and 
L. C. Harvey cashier. 

Oblong—E. L. Douglas, cashier The 
Oil Belt National Bank, elected presi- 
dent to succeed O. M. Kirk, resigned; 

. E. Tomlinson, formerly assistant 
cashier, elected cashier and Ruby Cay- 
wood asistant cashier. 


IOWA 

Bode—J. G. Hanson appointed cashier 
State Savings Bank, succeeding O 
Sorlein, resigned. 

Cherokee—Roy H. King elected presi- 
dent First National Bank; Messrs. Par- 
ker and Gracey elected vice-presidents 
and C. Sullivan cashier. 


Griswold—W. T. Kirkpatrick ap- 
pointed president Griswold National 
Bank. 

Holstein—C. J. Wohlenberg elected 
president The Holstein Savings Bank; 
Carl C. Wohlenberg elected vice-presi- 
dent; R. P. Wheatley elected cashier 
and Charles Kastner assistant cashier. 

Manson—F. Davis elected vice- 
president and John D. Kolp cashier 
Farmers Savings Bank. 

Wapello—S. H. Archibald appointed 
cashier The Wapello State Savings 
Bank. 

KANSAS 

Kansas City—H. E.- Alberti elected 
cashier Kansas State Bank. 

Paola—Nancy Nelson appointed as- 
sistant cashier Liberty State Bank. 


KENTUCKY 

Clay—Mrs. C. E. Hearin appointed 
vice-president The Farmers National 
Bank. 

MASSACHUSETTS 

Cambridge—Victor Le F. Fillebrown 
elected assistant cashier Manufacturers 
National Bank. 


MICHIGAN 


Detroit—Robert L. Nixon. elected 
treasurer Security Trust Company; 
Messrs. Adams, Darnton and Gleeson 
elected assistant secretaries. 

Royal Oak—G. A. Lehman appointed 
cashier Royal Oak Savings Bank to 
succeed F. L. Perkins; Ralph Beddow 
elected assistant cashier. 


MINNESOTA 


Duluth—Herbert V. Moore elected 
secretary First National Bank. 


MISSISSIPPI 
Meridian—L. L. Dowling and E. B. 
Miller elected assistant cashiers Citizens 
National Bank. 


NEBRASKA 


Tecumseh—J. V. Johnson, formerly 
cashier, elected president Farmers State 


ank, 

Wakefield—R. H. Mathewson elected 
president Farmers National Bank; H 
B. Ware elected vice-president; H. A. 
Bowman elected cashier; Stina Nyberg 
assistant cashier. 


NEW HAMPSHIRE 


Rochester—Frank R. Stewart ap- 
pointed cashier Public National Bank. 


NEW YORK 


Brooklyn—John W. Bargfrede ap- 
pointed assistant cashier First National 
Bank. 

Cohoes—George H. McDowell elected 
president National Bank, Wm. P. Adams 
vice-president and Ernest C. Game 
cashier. 

Jamestown—Fletcher Goodwill ap- 
pointed president National Chautauqua 
County Bank; Walter H. Edson elected 
vice-president; Howard Dow elected 
first vice-president and A. W. Swan 
cashier. 
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New York—H. H. McGee and Fred 
W. Shipley elected vice-presidents 
Bankers Trust Company; E. E. Beach 
elected assistant secretary; R. H. Mac- 
Donald, Jr., and Clifford Wilmurt 
elected assistant treasurers. 

New York—Albion K. Chapman and 
Wilbur F. Crook appointed vice-presi- 
dents; James L. Parson, James McAllis- 
ter, Samuel T. Jones, Robert D. Scott, 
N. Baxter Jackson elected assistant vice- 
presidents; Samuel Shaw, Jr., elected 
cashier and Albert Quackenbush, Harry 
L. Barton, Francis J. Yates and Chester 
Morrison assistant cashiers of Chemical 
National Bank. 

New York—Edward Froede appointed 
assistant secretary Columbia Trust Com- 
pany. 

New York—James I. 
vice-president Equitable 
pany. 

New York—William G. Gaston ap- 
pointed vice-president Fifth Avenue 
Bank; William C. Murphy elected vice- 
president and trust officer and Ernest 
Foley cashier. 

New York—George G. Milne ap- 
pointed third vice-president Garfield 
National Bank to succeed John W. 
Peddie. 

New York—J. Louis Schaefer elected 
president W. R. Grace & Co.’s Bank; 
M. Bouvier elected first vice-president; 
D. Stewart Iglehart and F. C. Fischer 
vice-presidents; Robert F. C. Benkiser 
cashier; E. Holterman assistant 
cashier. 

New York—Charles E. Whyard, for- 
merly assistant cashier, appointed vice- 
president Greenwich Bank; Alfred E. 
Peterson now cashier. 

New York—William C. Potter elected 
chairman of board Guaranty Trust Com- 
pany to succeed Alexander J. Hemphill, 
deceased. 

New York—George W. Berry ap- 


Bush elected 
Trust Com- 


. pointed vice-president Irving National 


Bank; Arthur P. Smith elected assist- 
ant vice-president; Nelson Fairweather 
elected assistant cashier and Leon J. 
Wehbring assistant cashier. 

New York—Pasquale I. Simonelli ap- 
pointed president Italian Savings Bank; 
Francis P. Bosco appointed secretary; 
Gaetano Zampariello now assistant sec- 
retary. 

New York—Thomas C. Jefferies, 
Thomas R. Hamilton, Frank H. Van 
Wagner, Herman A. Kultzow, Arthur 
T. Miner and John J. Hayes elected as- 
sistant secretaries Manufacturers Trust 
Company. 

New York—Augustus C. Corby elected 
second vice-president Metropolitan 
Bank; Joseph Pulvermacher and Frank 
C. Meyer elected third vice-presidents ; 
Frank W. Frazee appointed cashier; 
Joseph H. Holmes and James A. Greig 
appointed assistant cashiers. 

New York—C. H. Marfield elected 
vice-president and cashier; Donald 
Bayne vice-president and J. M. Potts 
a cashier of Seaboard National 

ank, 
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NORTH CAROLINA 

Greensboro—W. H. Spradlin, Jr., for- 
merly assistant cashier Fayette Bank 
& Trust Company, elected assistant 
cashier American Exchange National 
Bank. 

Raleigh—James R. Young appointed 
vice-president Merchants National Bank. 


NORTH DAKOTA 
Rolette—R. D. Whitney elected cash- 
ier First National Bank to succeed O. 
N. Onsgard. 


OHIO 


Cleveland—John Sherwin _ elected 
chairman of board Union Trust Com- 
pany; R. Nutt, president; J. H. 
Wade, chairman Trust Department; 
G. A. Coulton, senior vice-president; J. 
R. Kraus, W. M. Baldwin, C. L. Brad- 
ley, G. S. Russell, A. B. Marshall, H. 
E. Hills, C. E. Farnsworth, E. E. Cres- 
well, George P. Steele, E. V. Hale, F. 
D. Williams, F. J. Woodworth, C. W. 
Whitehair, J. P. Harris, A. H. Sco- 
ville, H. B. Corner, George N. Sherwin, 
H. D. Messick, G. P. Koelliker, Allard 

G. D. McGwinn, vice-presidents ; R. S. 
Crawford, secretary; W. C. Saunders, 
treasurer; P. S. Wiseman, comptroller. 

Middleport—A. R. Swartz elected 
cashier Mutual National Bank, succeed- 
ing J. E. Bailey. 

OKLAHOMA 

Tulsa—C. G. Garrett elected active 
vice-president, R. C. Lamprich cashier 
and Edward Gockel assistant cashier 
Liberty National Bank. 


OREGON 

Canby—H. B. Evans elected vice- 
president Canby State Bank. 

Portland—Charles H. Stewart and 
Mark Skinner appointed vice-presidents 
The Northwestern National Bank; 
L. Fraley, W. R. Ringsred and June a 
Jones elected assistant cashiers. 

Portland—John N. Edlefsen, formerly 
vice-president and manager, elected 
president Peninsula National Bank. 


PENNSYLVANIA 


Ardmore—John S. Wilson, formerly 
cashier, appointed president The Ard- 
more National Bank; Henry S. Spack- 
man appointed vice-president; Lewis T. 
Cuthbert, formerly assistant cashier, 
elected cashier. 

Marinna—Herschel C. Cowen elected 
cashier Peoples Bank to succeed Robert 
Patterson. 

Philadelphia—John P. Hollingsworth 
appointed vice-president Centennial Na- 
tional Bank. 

Philadelphia—Charles E. Ingersoll 
elected president of Central National 
Bank, succeeding Charles J. Rhoads. 


TEXAS 
Dallas—Edward J. Gannon, Jr., ap- 
pointed vice-president City 
Bank. 
Houston—Floyd Ikard elected cashier 
Federal Reserve Bank to succeed Paul 
S. Miller. 


VIRGINIA 


Berryville—W. A. 
pointed president 


Bradford ap- 
Bank of Clark 


State Representatives 
(Continued from page 582) 


New Hampshire—E. N. Pearson, vice- 
president First National Bank, Con- 
cord. 

New Jersey—S. S. Marsh, cashier Na- 
tional Newark & Essex Banking Co., 
Newark. 

New Mexico—C. S. White, vice-presi- 
dent First National Bank, Albu- 
querque. 

New York—R. J. Faust, Jr., vice-presi- 
dent Irving National Bank, New 
York. 

North Carolina—C. T. Leinbach, vice- 
president Wachovia Bank & Trust 
Co., Winston-Salem. 

North Dakota—H. W. Gearey, president 
Merchants National Bank, Fargo. 

Ohio—R. B. Crane, president Com- 
merce Guardian Trust & —— 
Bank, Toledo. 

Oklahoma—Wm. Raymond, vice-presi- 
dent Security National Bank, Okla- 
homa City. 

Oregon—W. A. Holt, vice-president 
United States National Bank, Port- 
land. 

Pennsylvania—F. F. Brooks, vice-presi- 
dent First National Bank, Pitts- 
burgh. 


Rhode Island—Albert R. Plant, presi- 
dent Blackstone Canal National Bank, 
Providence. 

South Carolina—J. C. Rogers, cashier 
and vice-president Liberty National 
Bank, Columbia. 

South Dakota—J. B. Lambertson, cash- 
ier Security National Bank, Sioux 
Falls. 

Tennessee—L. C. Humes, vice-presi- 
dent Guaranty Bank & Trust Co., 
Memphis. 

Texas—C. A. Dwyer, assistant cashier 
Union National Bank, Houston. 

Utah—E. A. Culbertson, president Na- 
tional Bank of Republic, Salt Lake 
City. 

Vermont—C. S. Cole, cashier Allen Na- 
tional Bank, Fair Haven. 

Virginia—Jno. R. Kilby, vice-president 
Virginia National Bank, Norfolk. 

Washington—J. T. McVay, vice-presi- 
dent Metropolitan Bank, Seattle. 

West Virginia—F. J. Fox, cashier Se- 
curity Trust Co., Wheeling. 

Wisconsin—E, H. Williams, cashier 
Marine National Bank, Milwaukee. 

Wyoming—A. D. Johnston, cashier First 
National Bank, Cheyenne. 
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County, succeeding A. Moore, Jr., re- 
signed. 
WASHINGTON 


Yakima—George Wilson elected vice- 
president Commercial Bank of Yakima 
to succeed E. B. Preble, deceased. 


WEST VIRGINIA 
Bluefield—Richard B. - Parrish ap- 
pointed president The Bluefield National 
Bank; J. D. Honaker elected vice-presj- 
dent; a C. Duncan cashier and Charles 
L. Jenkins assistant cashier. 


WISCONSIN 


Milwaukee—August W. Bogk, for- 
merly cashier, elected vice-president 
First Wisconsin National Bank; A. G. 
Casper, formerly assistant cashier, 
elected cashier; William K. Adams, 
Fred R. Sidler, George C. Dreher and 
McPherson, formerly assistant 
cashiers, elected assistant vice-presi- 
dents; Herbert Zahn and E. R. Ormsby 
now assistant cashiers. 

Milwaukee—Charles M. Morris ap- 
pointed vice-president First Wisconsin 
Trust Company; Clyde H. Fuller elected 
secretary and W. I. Barth treasurer. 

New Holstein—A. E. Kuolt elected 
cashier Peoples State Bank, succeeding 
Eugene Wulff. 

Wausau—John Ringle elected presi- 
dent First National Bank to succeed D. 
L. Plumer. 


MEXICO 


Mexico—John Clausen elected di- 
rector and vice-president Mexico City 
Banking Corporation, S. A. 


The Value of Clearing House 
Bank Examinations 


This subject is one that should be 
given serious consideration by every 
member bank of a clearing house 
association in this country and its 
advantages are vividly set forth in 
the speeches of Wm. M. Hardt, ex- 
aminer of the Philadelphia Clearing 
House Association, and Chas. H. 
Meyer, chief examiner of the Chi- 
cago Clearing House Association, 
given before the fourteenth annual 
meeting of the Clearing House 
Section of the American Bankers 
Association. These speeches will 
be mailed on request. 

Eighteen clearing house associa- 
tions are now using this examiner 
system and are perfectly satisfied 
and recommend it for the considera- 
tion of the clearing house associa- 
tions throughout the country. 

The Clearing House Section 
would be glad to cooperate with any 
association desiring to install such 
a system. 
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Condition of National Banks 


EPORTS from national banks 
R in response to the call of the 

Comptroller of the Currency 
as of November 15, 1920, have just 
been compiled and _ analyzed. 
Viewed in the light of happenings 
in the year 1920, the figures re- 
turned present a helpful reas- 
surance. It is interesting to note 
that the total resources of national 
banks have increased since Septem- 
ber last nearly $200,000,000 and on 
November 15 totaled $22,081,913,- 
000. Deposits, too, during the same 
period show an advance of $209,- 
746,000 to the sum of $16,961,702,- 
000. This, however, is a reduction 
of nearly a half billion dollars since 
November of 1919 when general 
business in this country was about 
at its peak, and is within 3% per 
cent. of the total deposits shown 
December 31, 1919, when there was 
reported the highest amount ever 
reached. In all of the Federal re- 
serve districts except one deposits 
show an increase since March 4, 
1919. The highest advance was 
34.04 per cent., recorded in the 
Dallas ..district. 

The proportion of loans and dis- 
counts to deposits at the time of the 
November call was 72.58 per cent., 
as compared with 74.11 per cent. 
two months earlier and 66.18 per 
cent. in November, 1919. 

United States securities held by 
national banks, exclusive of those 
deposited to secure circulation, 
amounted to $2,152,465,000. This 
shows a reduction during the year 
ending November 15, 1920, of 
three-quarters of a billion dollars, 
indicating that these government 
offerings are gradually finding their 
way into the hands of the pur- 
chasing public, thus lessening the 
obligations of individual sub- 
scribers and enabling the banks to 
better play their part in reconstruc- 
tion. 

In speaking of government se- 
curities held, the Comptroller said: 
“If the national banks should sell 
their U. S. government bonds to 
investors and collect the money 
which they are now advancing on 
U. S. government bonds they could 


National Bank Division 


as a whole pay every cent they owe 
to the Federal reserve banks.” 
And relative to the stability of na- 
tional banks, as developed from 
the returns, he said: “Their pres- 
ent strong and well-fortified condi- 
tion, and the fact that their 
aggregate borrowings on _ redis- 
counts and bills payable amount to 
only about 2 per cent. of their total 
resources, is particularly gratifying 
when we consider that our people 


Washington Office Removal 


With the expiration of the 
lease held by the Association on 
its Washington offices in the 
Mills Building they were re- 
moved to the Colorado Build- 
ing, corner of Fourteenth and 
G Streets, N. W., on January 
31. The Colorado Building is 
one of the finest and one of the 
most popular office structures 
in the city. It is located in the 
heart of the banking district 


and is quickly accessible from 
any of the hotels. 

The Washington office is pre- 
pared to aid member banks in 


the adjustment of whatever 
matters they may have pending 
before the government depart- 
ments. Likewise it invites the 
opportunity to dispense such 
other assistance as might be 
advantageous to bankers, and 
always appreciates personal 
calls from members who jour- 
ney to the capital city. 


in the last three and one-half years 
have taken up, paid for and have 
pretty well digested about twenty- 
four billion dollars of government 
securities.” 


Fiduciary Powers 


Applications from national banks 
for authority to exercise fiduciary 
powers, as permitted by the Federal 
Reserve Act, continue to be re- 
ceived and considered favorably by 
the Board. Powers thus granted are 
perpetual, though before permission 
is given the affairs of the applying 
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bank are subjected to a searching 
investigation to determine its need 
for additional powers. and that its 
management is sound and capable. 
The Board is guided, too, by the 
statutory provision that such per- 
mit shall not be issued to any bank 
the capital of which is less than the 
state law requires of its institutions 
exercising like powers. 

During the year 1920 this author- 
ity was extended to 246 national 
banks. This number represents the 
original grants as distinguished 
from the supplemental ones, of 
which there were twenty-five dur- 
ing the same period by reason of 
this number of banks having re- 
quested in their initial applications 
permission to exercise only certain 
of the several powers available. 
The result of this year’s work brings 
to 1,294 the total number of banks 
that have received such authority 
from the Board. And as perhaps 
indicating that many banks desiring 
only limited authority at first later 
found it advantageous to be pos- 
sessed of full powers, the Board re- 
ports a total of 206 supplemental 
grants. In 1919 there were 372 
original powers conferred—126 
more than during the year just 
closed. Also 137 supplemental 
grants were made in 1919, as com- 
pared with twenty-five last year, 
as recited above, giving rise to the 
simple conclusion that a greater 
percentage of the applications in 
1920 were for the broadest scope of 
authority that could be obtained. 


Federal Reserve Bank Directors 


Two officers of the National 
Bank Division of the A. B. A. have 
recently been elected to high posi- 
tions in the Federal reserve system. 
Vice-President John G. Lonsdale, 
president of the National Bank of 
Commerce, St. Louis, has been 
chosen a director of the St. Louis 
Federal Reserve Bank, and Joseph 
Wayne, Jr., chairman of the Na- 
tional Bank Division’s Committee 
on, Federal Legislation and presi- 
dent of the Girard National Bank, 
Philadelphia, has been re-elected a 
director of the Federal Reserve 
Bank of that city. 
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State Bank Division 


Significant Conversions 


HE Liberty National Bank 

of New York is to be con- 

solidated with the New 
York Trust Company and operated 
as a state institution. The First 
National Bank of Cleveland is a 
party to a merger of several banks 
and trust companies and the com- 
bined institutions will be operated 
under a state charter. Within the 
past two years several large na- 
tional banks have been converted 
into state institutions, and 
throughout the country changes 
from national banks to state banks 
and state banks to national banks 
seem to be in approximately the 
proportion of existing state and 
national institutions. Incident to 
such changes there is a noticeable 
development of the spirit of co- 
operation among all kinds of 
banks, which tends to the better- 
ment of the banks themselves and 
more efficient service to the public. 


Directors and Directing 


Banking Commissioner Claude 
P. Hay of the state of Washing- 
ton, who is a sort of father con- 
fessor to the institutions under his 
supervision, recently addressed the 
following communication to bank 


directors in that commonwealth: 
“Do YOU carry out your duties as 
prescribed in the by-laws of your 
bank? Perhaps inadvertently YOU 
do not. Have YOU read the by- 
laws of your bank? Have YOU 
read sections 42, 43 and 64 of the 
Compilation of the Banking Laws? 
Do YOU know that in your oath 
of director YOU solemnly swore 
that YOU would diligently and 
honestly administer the affairs of 
your bank? Do YOU know that 
YOU are not doing what YOU 
swore YOU would do if YOU 
are not regularly attending the 
meetings of your board of direc- 
tors? Webster defines ‘Director’ 
as follows: ‘One who directs; a 
superintendent; an instructor; a 
counselor. One appointed to trans- 
act the affairs of a company.’ Per- 
haps YOU did not realize what it 
meant to be a director? Perhaps 
YOU did. After reading this you 
should,” 


Trust Departments in State 
Banks 


ILLINOIS 


All banks organized under the 
laws of the state of Illinois for the 
purpose of doing a general banking 
business have the power to accept 
and execute trusts, but it is not 
lawful for any bank to accept any 
trust or deposit without first pro- 
curing from the Auditor of Public 
Accounts a certificate of authority 
stating that such bank has com- 
plied with the requirements of the 
Trust Company Act in respect to 
the deposit of bonds or securities 
with the auditor in the amount 
required of all corporations author- 
ized by law to accept and execute 
trusts. The Auditor of Public Ac- 
counts may require that such de- 
posit be increased when it appears 
to him from the annual report of 
such bank that the value of the 
personal property and cash held and 
possessed by it in trust exceeds ten 
times the amount of the securities 
deposited, but the deposit may be 
reduced to its original amount when 
it appears that the personal prop- 
erty and cash held in trust has been 
reduced below ten times the amount 
of the original deposit. 


COLORADO 


In the state of Colorado any bank 
which can comply with stated cap- 
ital requirements may acquire the 
powers and privileges of trustee, 
executor, administrator and regis- 
trar of stocks and bonds by amend- 
ing its certificate of authority to set 
forth such of these powers as it in- 
tends to exercise. It is not neces- 
sary to change the name of the 
institution to include the words 
“trust company.” When duly au- 
thorized the state bank shall estab- 
lish a separate trust department 
under the management of an officer 
or officers whose duties shall be 
prescribed by the trustees or board 
of directors of such bank. It shall 
hold and keep all funds, securities 
and investments of each.trust sep- 
arate and distinct from the general 
funds and securities of the bank 
and from each other; and all rec- 
ords wherein such trusts are en- 
tered shall be entirely separate from 
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the other books and records of said 
bank. The trustees or board of di- 
rectors of every such state bank 
shall have a discretionary power of 
investing moneys received by them 
in trust in public stocks or bonds 
of the United States or of any indi- 
vidual state, or in the bonds or stock 
of any incorporated city or county 
of the state duly authorized to be 
issued, or in such real or personal 
securities as they may deem proper, 
but no such state bank shall invest 
such trust funds in the stock or 
bonds of any private incorporated 
company. 


INDIANA 


In 1915 the state of Indiana 
granted to all banks doing a gen- 
eral banking business of deposit 
and discount power to accept and 
execute trusts of any and every de- 
scription which might be committed 
or transferred to them, under tke 
same rules and regulations as gov- 
ern like powers in loan and trust 
companies. 


GEORGIA 


The state of Georgia has recently 
amended its banking law to permit 
any bank to have its charter 
amended, where the capital stock of 
such bank subscribed and paid in 
is not less than $100,000, so as to 
acquire all the rights, powers, privi- 
leges and immunities and be sub- 
ject to the liabilities and restrictions 
conferred and imposed upon trust 
companies. 


Changes in State Banking De- 
partments 


In Idaho the Hon. J. G. Fralick 
has succeeded the Hon. Jay Gibson 
as Commissioner of the Depart- 
ment of Commerce and Industry 
at Boise; in Kentucky the Hon. 
James P. Lewis has succeeded the 
Hon. G. G. Speer as Commissioner 
of the Department of Banking, 
with headquarters at Frankfort; 
and in Wyoming the Hon. R. J. 
Hofmann has succeeded the Hon. 
I. C. Newlin as State Examiner of 
Banks, with headquarters at 
Cheyenne. 
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Stability —strength—dignity ! 

These are the impressions one associates with 
a bank. They are well reflected in this building 
that houses the National City Bank of Grand 
Rapids, Michigan. Studied simplicity character- 
izes its severely Classic exterior and lends a dignity 
that commands confidence and respect. 


Terra Cotta is the material with which the ex 
terior walls are faced. Not only the plain surface 
but the fluted Doric columns, the consoles, and all 
other features of exterior design are fashioned of 
this material. For Terra Cotta possesses so high 
a degree of plasticity that it may be used for trim 
and ornament to just as good effect as for the plain 
expanse of exterior walls. It comes in any color 
or shape that may be specified by the architect. 


Permanent 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


NATIONAL CITY BANK, 


Unglazed Speckled Gray Terra Cotta 


BANK IMPRESSIONS COUNT 


To the banker Terra Cotta offers the important 
qualities of permanence, because it retains its 
original beauty no matter how long it may be 
exposed to sun and weather, and economy, because 
it is moderate in building cost and almost negligible 
in maintenance cost. 


Terra Cotta will afford your architect the widest 
possible latitude for designing a bank, large or 


small, that any facing material can give him. 


A very attractive, illustrated brochure, “The 
Bank,” has been prepared to show you how Terra 
Cotta has been used for bank buildings through- 
out the country. It will be sent you on request 
addressed to National Terra Cotta Society, 
1 Madison Ave., New York, N. Y. 


TERRA COTTA 


Beautiful 


Profitable 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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GRAND RAPIDS, MICHIGAN 


WILLIAMSON & CROW, Architects 
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Buffalo Prairie. . 


Alabama 

First National Bank, Greensboro 61-152. 
(Regained. ) 

Union State Bank, Pell City 61-339. (Re- 
gained.) 

Merchants & Farmers’ Bank, 
Springs 61-118. (Regained.) 

Canebrake Loan & Trust Co., Uniontown 


Union 


61-162. (Regained.) 
Wilsonville State Bank, Wilsonville 
61-433. (Regained.) 
Arizona 


Mesa Savings Bank & Trust Co., Mesa 
91-137. 


Arkansas 
Rice Planters Bank, Almyra 81-283. 


Farmers & Merchants Bank, Bearden 
81-553. (Regained.) 
Merchants & Planters Bank, Eudora 
81-480. (Regained.) 


Bank of Evening Shade, Evening Shade 
81-336. (Regained.) 

First National Bank, Fayetteville 81-89. 
(Regained.) 

Bank of Horatio, Horatio 81-364. (Re- 
gained.) 

Blue Stone Bank, Lamar 81-278. (Re- 
ained.) 

Columbia County Bank, Magnolia 81-161. 
(Regained. ) 

Citizens Bank, Mammoth Spring 81-388. 
(Regained.) 

Oden State Bank, Oden 81-634. 

Parkin Home Bank, Parkin 81-417. (Re- 
gained.) 

Bank of Plainview, Plainview 81-243. 
(Regained. ) 

Peoples Bank, Searcy 81-153. (Regained.) 


Manager of the Association would appreciate receivin 
the membership list correct and giving publici 


Membership Changes 


REPORTED FROM DECEMBER 26, 1920, To JANUARY 25, 1921 


There are frequent changes which come about through consolidations, mergers, liquidations and changes of title. 
4 from members notice of any changes which occur, for the purpose of keeping 
ty through the columns of the JOURNAL. 


Alabama......:.. Mobile.......... Union Commercial Bank merged with 
Peoples Bank of Mobile. 

Georgia.......... Gainesville....... Farmers & Merchants Bank consoli- 
dated with Gainesville National 
Bank. 

| eee Bible Grove...... Farmers & Merchants Bank succeeded 


by Bible Grove State Bank. 
.Buffalo Prairie Bank succeeded by 
Buffalo Prairie State Bank. 


to Bigelow State Bank. 


California 
La Habra Valley Bank, Brea 90-735. 
(Regained.) 
Bank of Tracy, Byron 90-559. (Re- 
gained.) 


Se National Bank, Long Beach 

California Bank, Central Avenue Branch, 
Los Angeles 16-20. (Regained.) 

First National Bank, Niland 90-925. 

First National Bank, Oceanside 90-528. 
(Regained.) 

First Trust & Savings Bank, Lake Avenue 
Branch, Pasadena 90-67. 

Commercial Bank of Spanish America, 
San Francisco 11-80. 


Colorado 


Bank of De Beque, De Beque 82-233. 
(Regained.) 

Stockgrowers State Bank, Kiowa 82-422. 

Valley State Bank, Lamar 82-432. 

New Castle State Bank, New Castle 


82-278. (Regained.) 

Security State Bank, Sheridan Lake 
82-431. (Regained.) 

Delaware 


Farmers Bank, Dover 62-27. 

Farmers Bank, Georgetown 62-41. 

Sussex Trust Company, Lewes 62-33. (Re- 
gained.) 

Sussex Trust Company, Milton 62-59. 


Florida 
Bank of Buena Vista, Buena Vista 63-344. 
Bank of Greensboro, Greensboro 63-284. 
(Regained.) 
First National Bank, Lake Worth 63-348. 
Pinellas County Bank, Largo 63-176. (Re- 
gained.) 
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The Executive 


Now York....... Rochester........ Lincoln National Bank merged with 


Alliance Bank as_ Lincoln-Alliance 
Bank; also Lincoln-Alliance Bank, 
Lincoln Branch. 


Cleveland........ First National Bank, Broadway Sav- 


ings & Trust Company, Woodland 
Avenue Savings & Trust Company, 
Citizens Savings & Trust Company, 
First Trust & Savings Company, 
and Union Commerce National 


East Lynn....... sa to State Bank merged as Union Trust Com- 
Harvel.. changed to Harvel Toledo National Bank of mead 
Minier Bros., Bankers, succeeded by Savings 
Peoples State Bank. Sa uardian trust 
Indiana.......... Crawfordsville. ..Farmers & Merchants Trust Company gueceeded b 
changed to Farmers-Merchants and Security State Bank 
Clements Trust Company. Bank of closed. 
Clarinda. ........ Clarinda Trust & Savings Bank closed. Jones............Bank of Jones closed. 
Farnhamville....Bank of Farnhamville succeeded by Hollis. . ...Farmers State Bank closed. 
First National Bank. Laverne. . ....Laverne State Bank converted inot 
Louisiana........ Forest...........Bank of West Carroll closed. First National Bank. 
Maryland........ Seat Pleasant....Farmers & Merchants Bank succeeded Moathall...... +05 Mulhall State Bank in hands of State 
by Southern Maryland Trust Com- Banking Department. . 
pany. Oregon.......... Woodburn....... converted into 
irst National Bank. 
Pennsylvania. ...Waynesboro..... Bank of consolidated with 
sold to Pentwater State Bank. 
Missouri......... St. Louis......... Central National Bank merged with South Carolina. ..Union........... Beak 
Liberty Bank of St. Louis as Liberty Trust Dengan: 
Central ‘Trust Company é Tennessee........ Memphis........ Peoples Savings Bank & Trust Com- 
Montana........ Broadus......... Powder River National Bank changed pany closed. ; 
to First National Bank. . First State Bank closed. 
Miles City....... Commercial State Bank merged with San Juan........ First National Bank consolidated with 
State National Bank as Commercial San Juan State Bank & Trust Com- 
National Bank. pany. 
New Jersey...... Newark.......... Union National Bank merged with San Juan........ San Juan State Bank succeeded by 
Fidelity Trust Company as Fidelity San Juan State Bank & Trust Com- 
Union Trust Company. pany. 
New York....... New York....... Bigelow & Company, Bankers, changed West Virginia....Morgantown.....Citizens National Bank succeeded by 


Federal Savings & Trust Company. 


New and Regained Members from December 26, 1920 to 
January 25, 1921, Inclusive 


Georgia 
Colonial Trust Co., Atlanta 64-24. (Re- 
gained.) 
sr ieee & Savings Corp., Atlanta 
64-2: 


Buena Vista Loan & Savings Bank, Buena 
Vista 64-400. (Regained.) 
—— & Merchants Bank, Chipley 

Bank of Ellaville, Ellaville 64-461. 
Continental Trust Co., Macon 64-47. (Re- 


gained.) 
Bank, Moultrie 64-201. (Re- 


Citizens 
gained.) 

Bank of Norristown, Norristown 64-855. 

(Regained. ) 


Planters Bank, Parrott 64-851. (Re- 
gained.) 

J. B. Swords Bank, Swords 64-949. (Re- 
gained.) 

oe Bank of Sylvania, Sylvania 
Farmers & Merchants Bank, Tennille 
64-315. (Regained.) 


Bank of Ty Ty, Ty Ty 64-734. (Re- 


gained.) 
Bank of Villa Rica, Villa Rica 64-436. 
(Regained.) 


Idaho 
J. W. Robinson, Secretary Idaho Bankers 
Association, care of Union Savings & 
Trust Co., Boise. (Regained.) 
Federal State Bank, Preston 92-273. 
Citizens National Bank, Salmon 92-80. 
( Regained.) 


Illinois 


Bank of Apple River, Apple River 70-1028. 
(Regained.) 
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SPECIAL SERVICE CHARGES 


Form of Notice for the Convenience of Bankers 


FAILURE TO RECEIVE PRESENTATION FEE 
ON UNPAID ITEMS AFTER SERVICE HAS 
BEEN RENDERED BY BANKS has caused the State 
Bank Division of the American Bankers Association 


of which this Bank is a member) to adopt the 
ollowing Resolution relative to Collections and Re- 
quests for Rating—it being the general opinion of 
bankers that “the laborer is worthy of his hire,” and 
that banks should not be enpested to perform these 
important duties without some remuneration: 

RESOLVED, THAT COLLECTIONS 
AND REQUESTS FOR RATING will 
have our prompt attention PROVIDED 
same are accompanied by the following fee 
IN ADVANCE: 


Collections 
Requests for rating, mini- 
mum fee 25 cts. each 


Unless such fee accompanies requests for 
this service the item will be returned with- 
out presentation or attention. This rule 
does not apply to Drafts with Bills of Lad- 
ing attached, or to NOTES. 


We return the attached and call your attention to 
our rule. Fees accompanying collections will be 
credited as part of regular exchange Gare on col- 
lections made. In complying with request for rating, 
all statements will be made upon information whic 
this bank believes to be reliable, but further than that 
it assumes no liability whatever. 


Please keep for further reference. 


15 cts. each 


Copies of the foregoing card may be obtained upon application to 
George E. Allen, De aA Manager, State Bank Division, American 
Bankers Association, assau Street, New York City, N. Y._ Price, 
postpaid, fifty cents for the first 250 copies, seventy-five cents for 500 
copies, $1 for 750 copies, $1.25 for 1,000 copies. Please remit in New 
York exchange with your order. 


DIGEST OF LEGAL OPINIONS 


of THOMAS B. PATON, 
General Counsel, American Bankers Association 


A book of 193 pages, containing 1350 digested 
opinions, with legal citations covering a period 
from July, 1908 to June, 1919 


Price, to Members, $2.50 To Non-members, $5.00 


Send orders and make remittances payable to 


American Bankers Association 5 Nassau St., New York 


Check Protection WITHOUT Machine 


Equally Practical for 
Pocket, Desk and Payroll 


PROTECTU CORPORATION 


New York: 500 5th Ave. Chicago: 725 S. Wells St. 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


Calculating Machine 


“The Monroe saves many hours of 
tedious labor in our Foreign Dept.”’ 


—National Bank of Commerce, N. Y. 


S the Monroe saving time in other depart- 

ments than the Foreign Department? 

Does it offer equal possibilities of worth- 
while savings with the calculations involved in 
figuring interest on daily balances, analyzing 
banking costs, preparing Federal Reserve State- 
ments, special discount work, etc? 

Answer, yes. And why? 

The Monroe operation is direct—and so 
simple. Merely a matter of “writing” your 
problem on the Monroe Keyboard and turning 
the crank. Forward to multiply or add. Back- 
ward to divide or subtract. 

And the Visible Mechanical Check feature 
insures against operating errors (that’s why it 
has often been said, “The Monroe makes mis- 
takes impossible”). 

Send coupon for more particulars or a demon- 
stration. You will be served promptly by the 
office nearest you of the 100 Monroe Branch 
Offices in United States and Canada. 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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Illinois—Continued 


Bible Grove State Bank, Bible Grove 
70-1684. (Regained.) 

First National Bank of Braidwood, Braid- 
wood 70-1185. 

Breese Bank & Trust Co., Bridgeport 

(Regained.) 

Centralia National Bank, Centralia. 

Citizens State Bank, Champaign 70-200. 
( Regained.) 

Curtis & Sanger, Chicago. (Regained.) 

een & Glanz State Bank, Chicago 


Peoples State Bank, Cissna Park 70-1968. 

State Bank of East Lynn, East Lynn 
70-1269. (Regained.) 

Fairfield National Bank, Fairfield 70-572. 
(Regained. ) 

Media State Bank, Media 70-1452. (Re- 
gained.) 
Bond County Bank, Pocahontas 70-1533. 
(Regained. ) 

Bank, Walnut 70-954. (Re- 
gaine 

First National Bank, Warren 70-763. 
(Regained.) 


Indiana 


Alert State Bank, Alert 71-1067. (Re- 
gained.) 

Centerville State Bank, Centerville 
71-1015. (Regained.) 

First National Bank, Hartsville 71-774. 
(Regained.) 

Peoples Trust Co., Linton 71-1166 

Citizens State Bank, New Castle 71-208. 
(Regained. ) 

North Vernon National Bank, North 
Vernon 71-419. (Regained.) 

re um, Plainville 71-888. (Re- First (National Bank, Joliet, Ill. Mundie & Jenson, cArchitects 

— State Bank, Porter 71-1173. ; 
a les Bank, Rolling Prairie 71-1144. 

egained.) 


Iowa HEN . you think of building permanently, link the 
Bradgate State Savings Bank, Bradgate P 
72-1216. (Regained.) thought with Indiana Limestone, for permanence and 
Bank. Cas- di Li 
cade egained.) 
Nailonal Indiana Limestone are synonymous. 
egained. 
And whether you contemplate erecting a massive building 
Regained. covering an entire city block and rearing majestically skyward, 
armers Savings Bank, Nor uena . . 
ee or a moderate sized residence, it will be best built with Indiana 
Lake Park State Bank, Lake Park 72-930. : 
(Regained. ) Limestone. 
First National Bank, Newell 72-789. For Indiana Limestone possesses every requisite and desirable 
ne 


Palo Savings Bank, Palo 72-1519. (Re- quality of a good building stone. Durable, economical, most 


gained.) 
First. National Bank, Prescott 72-1538. 4 i i 
(Regained.) pleasing to the eye because of its rich mellow tone, and 


Farmers Savings Bank, Runnells 72-1028. 
(Regained.) susceptible to the most artistic sculptural treatment, it is unequalled 
Ryan State Bank, Ryan 72-1571. (Re- 


gained.) i 
where beauty and strength are to be combined 


(Regained. ) 
Savings Bank, Spechts Ferr 
TOL Sherri 721980. (Reauined In every important city of this country and Canada, the most 


Kansas noble conceptions in architecture have been carried out in 
Bremen State Bank, Bremen 83-754. (Re- » ‘ : 
gained.) ° Indiana Limestone. They stand today as monuments to its 


Little River State Bank, Little River 
83-491 


Manchester State Bank, Manchester 
83-931. (Regained.) 

First State Bank, Mullinville 83-68. (Re- 
gained.) 

State Bank of Rantoul, Rantoul 83-1009. Booklets on Indiana Limestone 
(Regained.) 

Savonburg State Bank, Savonburg will be mailed on request. 
83-1028. 

Citizens ank, Solomon 83-396. 
(Regained. 

State Vesper 83-1067. (Re- 
gaine 

Citizens State Bank, Westmoreland 83- 
593. (Regained.) 

Citizens State Bank, Woodbine 83-1379. 


Kentucky 


Calvert City 73-455. (Re- 

gaine 

= of Murray, Murray 73-207. (Re- 

gained.) = INDIANA LIMESTONE QUARRYMEN’S ASSOCIATION 
: wk — Bank, Sebree 73-244. (Re- Box 776 Bedford, Indiana 

First National Bank, Stone 73-716. 

West Point Bank, West Point 73-666. METROPOLITAN SERVICE BUREAU, 489 FIFTH AVENUE, NEW YORK CITY 
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Louisiana 


Bank of Hornbeck, Hornbeck 84-307. 
(Regained. ) 

Peoples Bank of Lockport, 
84-344. (Regained.) 


Maine 
Hallowell Trust & Banking Co., Hallowell 
52-154. (Regained.) 
Massachusetts 
State National Bank, Lynn 53-89. (Re- 
gained.) 
First National Bank, Newburyport 53-314. 
New Bedford Five Cents Savings Bank, 
New Bedford 53-70 


Lockport 


Salem Trust Co., Salem 53-182. (Re- 
gained.) 
Worcester Morris Plan Co., Worcester. 
Michigan 
Lachine Bank of Carl Alfsen & Co., 
Lachine 74-951. (Regained.) 
Union State Bank, Mio 74-746. (Re- 
gained.) 
Minnesota 


Big Lake Farmers State Bank, Big Lake 
75-1405. _(Regained.) 

Farmers & Merchants State Bank, Breck- 
enridge 75-1484. (Regained.) 

First National Bank, Elbow Lake 75-419. 
(Regained. ) 

Hibbing State Bank, Hibbing 75-60. 

State Bank, Karlstad 75-807. (Regained.) 

Security State Bank, Lewiston 75-525. 


(Regained. ) 

National Bank of Commerce, Mankato 
75-37. (Regained.) 

Continental tate Bank, Minneapolis 
17-95. (Regained.) 


First National Bank, Minnesota Lake 
75-534. (Regained.) 
Farmers State Bank, Murdock 75-1202. 


(Regained. ) 
Bank, Perham 75-287. 


First National 
(Regained. ) 

Security State Bank, Princeton 75-267. 
(Regained. ) 

First State Bank, Rothsay 75-922. (Re- 
gained.) 

Farmers State Bank, St. Hilaire 75-1229. 
(Regained. ) 

First National Bank, Sandstone 75-226. 
(Regained. 

Farmers & Merchants State Bank, Stew- 
art 75-546. (Regained.) 

First National Bank, Waconia 75-1474. 
(Regained. ) 


Security State Bank, Waldorf 75-974. 
(Regained. ) 


Mississippi 
Bank of Baldwyn, Baldwyn 85-240. 
gained.) 
Bank of Batesville, 
(Regained.) 


(Re- 
Batesville 85-271. 


Tallahatchie Home Bank, Charleston 
85-189. (Regained.) 

Peoples Bank, Jonestown 85-429. (Re- 
gained.) 

Bank of Pontotoc, Pontotoc 85-206. (Re- 
gained.) 


Bolivar County Bank, Rosedale 85-494. 
(Regained.) 
First National Bank, Rosedale 85-220. 


(Regained. ) 
Planters Bank of Shaw, Shaw 85-469. 
85-463. (Re- 


(Regained. ) 
Citizens Bank, 
gained.) 
Vaiden Bank, Vaiden 85-248. (Regained.) 
Missouri 
State Bank of Allenton, Allenton 80-1460. 
Peoples Bank, Aurora 80-212. (Regained.) 
Duvall-Percival Trust Co., Butler 80-259. 
(Regained. ) 
Barry County Bank, Cassville 80-586. 
(Regained. ) 
Citizens Bank, Clarksburg 80-923. 


Tunica 


Citizens Bank, Clarksville 80-539. (Re- 
gained.) 

Bank of Clarkton, Clarkton 80-618. 

Farmers Bank, Clarkton 80-619. (Re- 


gained.) 

Citizens Bank. Collins 80-832. 

Bank of Farmington, Farmington 80-268. 
(Regained. ) 


Home Bank, Forest City. 80-696. (Re- 
gained.) 

Bank of Guilford, Guilford 80-841. (Re- 
gained.) 

Farmers State Bank, Inza 80-1041. 

Bank of Lentner, Lentner 80-1063. (Re- 


gained.) 
Bank of Magnolia, Magnolia 80-1082. 
Putnam County Bank, Mendota 80-1100. 
(Regained.) 
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Missouri—Continued 


Citizens International Bank, Milan 80-301. 
(Regained.) 

Sullivan County Bank, Milan 80-300. 

eS New Hampton, New Hampton 
0-732. 

Bank of O’Fallon, O’Fallon 80-574. 

Universal State Bank, Oskaloosa 80-1578. 
(Regained.) 

Little & Hays, St. Louis. (Regained.) 

State Bank of Sarcoxie, Sarcoxie 80-446. 
(Regained. ) 

Bank of Seligman, Seligman 80-821. 

Peoples Bank of Slater, Slater 80-1669. 


Montana ° 

Stanton Trust & Savings Bank, Great 
Falls 93-345. (Regained.) 

First State Bank, Lambert 93-309. (Re- 
gained.) 

First State Bank, Oswego 93-415. (Re- 
gained.) 

Nebraska 

Commercial Bank, Bassett 76-528. (Re- 
gained.) 

Farmers State Bank, Benedict 76-936. 
(Regained. ) 

Brownlee State Bank, Brownlee 76-950. 
(Regained. ) 

Bushnell State Bank, Bushnell 76-1003. 

Cozad State Bank, Cozad 76-237. (Re- 
gained.) 

Harbine Bank, Fairbury 76-57. (Re- 
gained.) 

National Bank of Humboldt, Humboldt 
76-223. (Regained.) 

First State Bank, Kenesaw 76-352. (Re- 
gained.) : 


First State Bank, North Bend 76-229. 
(Regained.) 

Equitable Trust Co.. Omaha 27-66. 

Stockmen’s Bank, Seneca 76-929. 
gained.) 


(Re- 


New Hampshire 


Merchants Savings Bank, Dover 54-37. 
(Regained.) 
Public National Bank, Rochester 54-71. 


New Jersey 
Farmers & Merchants Bank, Boonton 
55-460. (Regained.) 
Mechanics National Bank, Burlington 
55-254. (Regained.) 
First National Bank, Dunellen 55-388. 
(Regained.) 
Linden National Bank, Linden 55-499. 
(Regained.) 
Palisades Park National Bank, Palisades 
Park 55-514. 
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New York 


Granville National Bank, Granville 50-482. 
(Regained. ) 


Citizens National Bank, Lancaster 
50-1035. 

Lincoln Trust Co., New York 1-116. (Re- 
gained.) 

T. L. Watson & Co., 55 Wall Street, New 
York. (Regained.) 


West End Bank, Brooklyn 1-396. 

Lincoln-Alliance Bank, Lincoln Branch, 
Rochester 50-17. 

Ford & Enos, Rochester. (Regained.) 

Peoples National Bank, Sidney 50-543. 
(Regained.) 


North Carolina 


Bank of Beaufort, Beaufort 66-183. (Re- 
gained.) 

Bonlee Bank & Trust Co., Bonlee 66-610. 
(Regained.) 

Citizens Bank, Calypso 66-530. 

Tyrrell County Bank, Columbia 66-633. 
(Regained. ) 


Bank of Ellenboro, Ellenboro 66-349. 
(Regained.) 

Citizens Bank, Farmville 66-273. (Re- 
gained.) 

National Bank of Goldsboro, Goldsboro 
66-123. (Regained.) 

Bank of — Hemp 66-680. 

Consolidated Trust Co., Hickory 66-163. 


(Regained. ) 
Bank of Kenly, Kenly 66-383. (Re- 


gained.) 

Bank of Lilesville, Lilesville 66-386. (Re- 
gained.) 

Bank of Plymouth, Plymouth 66-419. 
(Regained. ) 

Bank of Proctorville, Proctorville 66-534. 
(Regained. ) 

Farmers Banking & Trust Co., Roberson- 
ville 66-609. (Regained.) 

Peoples Loan & Savings Bank, Statesville 
66-550. (Regained.) 

Farmers & Merchants Bank, Tabor 66-678. 

First National Bank, Warsaw 66-540. 
(Regained. ) 


North Dakota 


Burke County State Bank, Bowbells 
77-746. (Regained.) 

First National Bank, Fairmount 77-286. 
(Regained.) 

Live Stock National Bank, Hettinger 
77-139. (Regained.) 

National Bank of Lakota, Lakota 77-106. 
(Regained. ) 


Ohio 


Commercial Savings & Trust Co., Bartges 
Street Branch, Akron 56-62. 

Fourth National Bank, Cadiz -56-619. 
(Regained.) 


Must Be Canceled 
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Ohio—Continued . South Carolina—Continued Texas—Continued 


Citizens Trust & Savings Bank, Columbus 
25-55. (Regained.) 

Farmers National Bank, Haviland 56-984. 
(Regained. ) 

Farmers & Merchants Bank, Malinta 
56-1034. (Regained.) 

Minerva Banking Co., Minerva 56-1255. 
ained. 

Polk State ank, Polk 56-1259. (Re- 
gained.) 

“_ les State Savings Bank, Toledo 56-18. 

egained.) 

Pe Savings & Trust Co., Youngs- 

town 56-4 


Oklahoma 


of Amorita, Amorita 86-669. (Re- 

gained. 

Bank of Bigheart, Bigheart 86-681. (Re- 
gained.) 

First National Bank, Blue Jacket 86-1011. 
(Regained. ) 

State Exchange Bank, Bokoshe 86-686. 
(Regained.) 

First State Bank, Coweta 86-358. (Re- 
gained.) 

Commercial National Bank, Durant. 

Producers State Bank, Hartshorne 
86-1061. (Regained.) 

Farmers & Merchants National Bank, 
Hobart 86-121. (Regained.) 

Idabel National Bank, Idabel. 

First State Bank, Ketchum 86-984. (Re- 
gained.) 

Security State Bank, Newkirk 86-244. 
(Regained.) 

First State Bank. Savanna 86-1006. (Re- 
gained.) 

First State Bank, Tuskahoma 86-900. 
(Regained. ) 

Vera State Bank, Vera 86-906. (Re- 
gained.) 

First National Bank, Wanette 86-500. 
(Regained. ) 


Oregon 


Cornelius State Bank, Cornelius 96-160. 
(Regained.) 

Harrisburg National Bank, Harrisburg. 

Mosier Valley Bank, Mosier 96-205. e- 
gained.) 


Pennsylvania 


Citizens Bank of Barnesboro, Barnesboro 
60-1531. 

Bridgeport National Bank, Bridgeport 
60-1094. (Regained.) 

First National Bank, Claysburg 60-1422. 
(Regained.) 

Foxburg Bank, Foxburg 60-1161. (Re- 
gained.) 

Lititz Springs National Bank, Lititz 
60-913. (Regained.) 

Farmers National Bank, McdAlisterville 
60-1242. (Regained.) 

Picture Rocks ational Bank, Picture 
Rocks 60-1536. 

Metropolitan Trust Co., Pittsburgh 8-112. 

Dollar Title & Trust Co., Sharon 60-359. 

First National Bank, Wrightsville 60-1401. 


South Carolina 


Bank of Andrews, Andrews 67-400. (Re- 
gained.) 

Bank of Branchville, Branchville 67-214. 
(Regained.) 


Bank, Dillon 67-474. (Re- 

gaine 

Peoples Bank, McCormick 67-485. (Re- 
gained.) 

Farmers National Bank, Norway 67-386. 
(Regained.) 

—* Bank & Trust Co., Orangeburg 


South Dakota 


Bank of Bowdle, Bowdle 78-210. (Re- 
gained.) 

First National Bank, eames 78-721. (Re- 
gained.) 

Broadland State Bank, Broadland 78-512. 
(Regained. ) 

Farmers & Merchants State Bank, Bush- 
nell 78-514. (Regained.) 

Bank of Elrod, Elrod 78-733. (Regained.) 

Hamlin mgd State Bank, Hayti 78-420. 
(Regained.) 

State Bank of Mellette, Mellette 78-285. 
(Regained. ) 

Miranda State Bank, Miranda 78-582. 


( Regained.) 

Citizens Bank, Parker 78-108. (Re- 
gained.) 

American Exchange Bank, Pierre 78-55. 
(Regained.) 

Farmers State Bank, Letcher P. O., Storla 
78-734. (Regain 


ed.) 
Atlas State Bank, Witten 78-492. (Re- 
gained.) 


Tennessee 


Bank of Adamsville, Adamsville 87-291. 
(Regained.) 

Co., Benton 87-324. (Re- 
gained 

Dayton Bank & Trust Co., Dayton 87-178. 
(Regained. ) 

Peopies Bank, Rossville 87-568. (Re- 
gained.) 


Texas 


te Bank, Ashland 88-1629. 

(Regaine 

Bartlett State Bank, Bartlett 88-466. 
(Regained.) 

Blanket . State Bank, Blanket 88-1597. 
(Regained. ) 
Brazos State Bank, Brazos 88-1557. 
Farmers & Merchants State Bank, Burle- 
son 88 1637. (Regained.) 
Southwest National Bank, 
88-1957. 

Guaranty State Bank, Dodge 88-1734. 
(Regained. 

Guaranty State Bank, Gause 88-1382. 
(Regained. ) 

Golden State Bank, Golden 88-1073. (Re- 
gained.) 

Commercial National Bank, Greenville 
88-120. (Regained.) 

Nationa Bank, Irene 88-1111. 

(Regained.) 

Littlefield State Bank, Littlefield 88-1692. 
(Regained.) 

Citizens National Bank, Longview 88-189. 
(Regained. ) 

Security State Bank & Trust Co., Lub- 
bock 88-1772. _(Regained.) 

First National Bank, Mercedes 88-2012. 

First National Bank, Newsome 88-1491. 
(Regained. ) 


Canadian 


Campbell Banking Co., Olney 88-688. (Re 
gained.) 

First State Bank, Pharr 88-1921. 

Bank of Refugio, Refugio 88-1258, 

Rock Island State Bank, Rock Island 
88-1274. (Regained.) 

Sam Houston State Bank & Trust Co, 
San Antonio 30-65. 

First State Bank, Seagoville 88-1289, 
(Regained.) 

Bank, Tell 88-1782. (Re 
aine 

First State Bank, Terrell 88-152. (Re 
gained.) 

Guaranty State Bank, West Columbia 
88-1860. 


Virginia 


Bank of Jetersville, Jetersville 68-579. 

Bank of Russell County, Lebanon 68-616, 

= les National Bank, Martinsville 

-171. (Regained.) 

paseaa & Merchants Bank, New Church 
68-404. (Regained.) 

National Bank of Norton, Norton 68-208, 

Parksley National Bank, Parksley 68-265, 
(Regained. ) 

Citizens Bank, Virgilina 68-534. (Re 


gained.) 
Blue Ridge Bank, Willis 68-503. (Re 
gained.) 


Washington 


Bank of Elma, Elma 98-126. (Regained.) 

National Bank of Commerce, Seattle 19-3, 
(Regained.) 

Specie Bank, Seattle 19-72. 


Union State Bank, Wapato Py 43 


West Virginia 


Bank of Mannington, Mannington 69-137, 
(Regained. ) 

South Branch Valley National Bank, 
Moorefield 69-222. (Regained.) 

Federal Savings & Trust Co., Morgantown 
69-95. (Re 

Bank of Ripley, Ripley 69-227. (Re- 
gained.) 

Wallace Bank, Wallace 69-313. (Re- 
gained.) 


Wisconsin 


Albany Exchange Bank, Albany 79-400. 
Cleveland State Bank, Cleveland 79-485. 
(Regained. ) 
State Bank of Eagle River, Eagle River 
79-509. (Regained.) 
Ettrick 


State Bank, 

Farmers & Merchants Bank, Greenwood 

Citizens State Bank, Montfort 79-418. 
(Regained. ) 


First State Bank, Port Wing 79-735. 
(Regained.) 


First National Bank, West Bend 79-957. © 


(Regained.) 


Wyoming 


First State Bank, Kane 99-12 

Citizens State Bank, Lost ime 99-138, 
(Regained.) 

Citizens State Bank, Upton 99-145. (Re ~ 
gained.) 
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